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BRAZIL
Crippling cost of
the Aids^pidemic

Page 18

World News

Madrid and
unions

head for

strike clash
Socialist Government and the
ponntry's main trade wiffon

planned general strike. The
Govennnent passed an rarer-
gooey law cm marmirtg IpwIr
for public services and the
onUms threatened new stop-
pages. Page 2

in
Palestinians h?w an
impromptu general striftp in

One Tibetan Buddhist monk
was killed and 13 peoplewere
wounded when poHce opened
fire during a demonstration
in the capital of Lhasa. There
were unconfirmed reports of
more deaths. Page 8

Pakistani i™bw1ibbi today
duoro between four presiden-
tial candidates, with inemn-
hant Ghnhrro Ishaq -Khan Arm
fevomltetowin a fhH term.

Qiiafca In Oiisce r

A moderate earthquake moar
anrlng4 0 yflale -

shook northern Greece

Tutor cheHenfle
ArrKhfohrrp Desmond Tnto
challenged the Sooth African
government to charge him
with treason, saying he is as
guilty as four blade activists

sentenced to prison last week.

GCC supports FLO
Forefgn ihfnisters of the six-na-

tlcm Qulf Cooperation Council
opened a two-day conference

with a declaration of support

for the Palestine liberation

Organisation’s proclamation
-

of an independent state.

Czech Catholic vfgfl

About 1,000 Czech Roman
Catholics held a vigil in Olom-
ooc to demand the release from

a psychiatric ward of Augustin
Navratil, author of a petition

for religious freedom.

trope's Arfane 4 rocket lifted
' successfully and launched
o satellites into orbit for

Hash military communica-

rte and direct television

Greek
Greece and the US launch a
final round erftalks today on

the future ctf US military bases

in the country. Demonstrators

in Athens caffing

the closure of the bases.

Israeli teams named

terms for a rawnatwnal unity

government between their

E&ud and Labour parties.

Cyprus

soldier in theUN-palro^

f peace

fioiiu.

jeanCom-
the resump-
edlran-fraa

Business Summary

EC imposes

sharp cuts

in fishing

quotas

footings of two Arab youths.
Three Israeli soldiers and.
seven Palestinians were
wounded in dafe

SA accord expected
Angolan, Cuban and Sontta
African representatives are
to meet again in Brazzaville,
the Congolese capital, today,
to sign the Geneva protocol
on Cuban troop withdrawals
from Angola and independence
for Namibia. Page 2

HtooMto worsens
Japanese Emperor HIrohito
was almost completely coma-
tose after several days of heavy
internal bleeding: In an
unnsnal move the Grand Stew-
ard and Chamberlain were
called,to the Imperial Palace.

EUROPEAN COMMUNITY
fisheries ministers imposed
sharp cuts in ifa* total

the next 12 masJLs in aneffort
to preserve stocks. The deal
averts a serious crisis in EC
fisheries policy. Page 18

BRITISH INDUSTRY remains
confident about lifting output
but, despite a poor export per-
formance, plans to increase
prices, according to a Confeder-
ation of British Industry sur-
vey. It indie? teS that demand
has been buoyant despite the
rise in interest rates. Page 18

EUROPEAN Monetary System:
EMS currencies traded within
a fairly narrow range last

week, although the D-Mark
finished on a firmer amid fears
over West German interest
rates. The French franc contin-

ued to perform reasonably
well, despite farther strikes
in Paris, and there was no sup-
port given by the Bank of
France. The latter left its

money market intervention
rate unchanged at 7% per cent

limit ECU
Parity Position

The chart shows the tooam-
;
Aroints on European Monetary
System exchange rates. The
uppergrid, based an the weak-
est currency mjhe system, - .

defines the crossratesfrom
whichno currency (except die
Urn) map move by more than

per ant. The lowerchart
gives each, currency’s divergence

firm the "central rate" against
the European Currency Unit
(Ecu), itseff derivedfrom a bas-
ket ofEuropean currencies.

LATIN AMkkh:AN Wnanw*
Ministers began a two-day
meeting in Rio de Janeiro
aimed at hammering out a new
“nonconventionar strategy
to renegotiate their foreign
debts, jointly estimated at over
SSOObn: Page 2

SOCDSTR GENERALE de Bet

^^^oc^^iyjsdueto
announce a complex share
swap between two of the
group's leading shareholders

" and the sale for BFrlO^bn
(9880m) of its 52 per cent stake,
in the Alcatel telecommunica-
tions concern. Page 27

JAPANESE and Australian
politicians warned toePS and
Europe yesterday against form-
ing Uocs that hinder free
trade, and urged more co-oper-
ation in the Asia-Pacific
region. Pages

BOOR, embattled Israeli ccn-
doroei-afce. meets its foreign
creditors in London today for
what promises to be a show-
down. The meeting was called
by Bankers Trust which
applied for the winding-up of
the company- Page 2

MACMILLAN, PS publisher.
hag gold its lAthift fanr codes
division for ysRfim l bringing
to nearly $690m the money

raim^ ffnm iHspwak
since Mr Robert Maxwell, the
UK publisher, won control last

month for $2i3>n. Page 21

KUALA LUMPUR Stock
Itvflianp* is hring shaken tip

as part of the Malaysian Gov-
ernment’s plan to develop the
capital market.

NORWEGIAN OIL CONSOR-
TIUM (Nocok small indepen-
dent company with Stakes rn

four oil and gas fields, rejected

.

an ofihr by Saga Petroleum,

CmCOBP, WggestUS bank -

company, has acquired an
insolvent Florida bank, Cari-

bank of Dania, giving Citibank
a foothold in the state’s lucra-

tive commercial banking mar’
keLPage21

KLEINWOItT BENSON, Lon-
don mradiant bank, is to move
administration of its UK mort-

gage book to Skipton Building
Society, the first time abank

book to a building sotfety for

administration. Page 11

WALL STPRICE& Because
afteefanteal difficulties,afew
of the quotations on Pages

.

38and 89 are 3pm prices, not
dosing prices.

Soviet earthquake
rescue bid faces

growing criticism
By John Uoyd and Quentin Peel in Moscow

THE HORROR of the
Armenian earthquake was
compounded yesterday when -a

military aircraft landtag at the
grossly overburdened Lenl-
nakan airport crashed on
approach, killing nine crew
and 69 servicemen detailed to
join the 20,000 troops already
engaged on relief work in the
city.

The Soviet Foreign Ministry
said that according to airport
authorities the Ilyushin 76
went down after hitting a heli-

copter. It was not clear if any-
body had been on board the
helicopter.
-

. The crash of the Ilyushin 76
transport aircraft was the most
dramatic of thw inade-
quacies erf the rescue opera-
tion, attracting growing criti-

cism in the Soviet press and
from rescue workers and survi-

vors.
Reports indicate that the

roads to Armenia’s shattered
towns are jammed, the injured
are dying in nearby hospitals
for lack of equipment, and
excavation and lifting gear is

still in short supply.

Mr Mikhail Gorbachev, the
Soviet leader, visiting Leni-
natam with his wife Raisa and
other Pohtbureau members on
Saturday, was shown on televi-

sion clearly moved by the dev-
astation. He said: "We all, the
whole of the country, share

your sorrow."
Meeting a member of a

French rescue team, Mr Gorba-
chev thanked him and other
foreign rescue workers, saying;

“It is impossible to more ade-
quately express noble human
solidarity.”

The Soviet Union observed a
day of mourning on Saturday
and special church services
were organised.

All main communications
routes in the area are under
strain. Besides the overcrowd-
ing of Leninakan and Yerevan
airports, the wiain Tblisi - Yere-
van rail line, which passes
through Leninakan, is cut.

Mr Yuri Chaplygin, deputy
rhfef spokesman for the Soviet
Council of Ministers, said:

“practically all the hospitals in
the area are destroyed, and
those in Yerevan are foil to
capacity. We are using all the
beds in Armenia and they are
not sufficient. The most
severely injured are being
moved to Moscow.”
The disaster - now officially

estimated to have cost between
40,000 and 454)00 lives - has
not had the hoped-for effect of
calming passions In Armenia,
or in neighbouring Azerbaijan,
over the disputed Armenian
enclave of Nagorno-Kara-
bakh, which is on Azeri terri-

tory.

There are indications that

the political situation in Yere-

van is deteriorating. On Satur-
day, before Mr Gorbachev’s
visit, the police arrested seven
members erf the influential but
banned Karabakh committee,
focus for the nationalistic feel-

ing in the republic.
At two mass demonstrations

called yesterday in Yerevan to

protest against the arrests,
police fired in the air to dis-

perse demonstrators and
arrested at least four protest-

ers. Witnesses said the demon-
strators carried dubs.
Karabakh committee sup-

porters in Moscow said last

night that one of the seven
arrested, Mr Ashot Manachar-
yan, was a deputy to the Arme-
nian Supreme Soviet.

The Karabakh committee
supporters also claimed that
Azeri activists had not ceased
their attacks on Armenians.

During a lengthy and angry
interview on the main Soviet

news last night Mr Gorbachev
said he had been furious when
asked during a tour of Yerevan
about the Cate of the Karabakh
committee, and of Nagor-
no - Karabakh itself.

He said the Government had
given Rb500m to the small
enclave and that people "who
are struggling for power” were
spreading malicious and
unfnnnderi rumours.
On the spot reports. Page 4

International aid pours in
By Michael Dixon in London

SACKS OF blankets, clothing
and footwear for earthquake
victims in Armenia were piling

up in Soviet embassies across
the world yesterday as count-
less ordinary people added
their gifts to the relief efforts

being mounted by govern-
ments, bodies such as the Red
Cross and a wide variety of
other organisations.

frwriat nffjrfflta wpWimari tTv>

"incredible” response as a
worldwide demonstration of
the co-operative spirit in inter-

national relations spoken of by
Mr Mikball Gorbachev in the
US before he cut short his visit

to fa»im command c£ the recov-

ery operations.

“We seem to have learned
that we all five- on one very
small planet called Earth, and
when one of us is in tremble,

the neighbours should help,”

said Mr Grigory Karasin, politi-

cal counsellor at the Soviet
Embassy in London.
Mr Alexey Nikiforov,

another counsellor, said so
many nations had offered help
since Wednesday's earthquake
that it would be impracticable

to name them. The Interna-
tional Red Cross said it had
records of aid worth film

($19.5m) from 23 countries, but
the figure was “changing
hourly as pledges of aid con-
tinue to pour in.”

He admitted that problems,
fnelnding bureaucratic restric-

tions, had slowed down relief

efforts at first - Mr Gorbachev
had been severely critical of

the Armenian local authorities’

initial responses.
There was stQl urgent need,

however, for drugs and medi-
cal supplies — artificial kidney
machines suitable for children

were a particular example -
as well as for industrial equip-
ment such as cutting and weld-

ing tools, and mobile electrical

generators and lighting.

A 45-strong Israeli military

team of doctors and rescue
workers was reported to have
flown out yesterday with a dog
trained to detect people buried

pilff dphrift.

Japan is to give Ylbn ($8m)
aid, and YlOOm in equipment
for restoration work, medical
supplies, blankets and tents.

A Swiss rescue team arrived
on Friday, taking 8 tonnes of
supplies including medicines,
blankets, sleeping bags and
tents together with 20 dogs.

The US -sent a civilian relief

team on Saturday consisting of
six traumatologists, eight
guides with trained dogs, «nd
“various experts" including Dr
Robert Gale, the American doc-

tor who operated on survivors
ofthe Chernobyl nuclear disas-

ter.

The Pope has sent a $100,000

donation to the leader erf the
Armenian Orthodox Church,
Patriarch Vasken.
The first British relief flight

carrying 87 tonnes of food and
medical supplies left London
early on Saturday, followed by
another carrying blankets,
tents and heavy tractors, as
part of £5m aid.

France has so for sent 335
rescue workers and 31 doctors
as well as 55 trained dogs and
S3 tonnes of equipment and
medicine .

Ireland has pledged to send
2100,000 worth of medical sup-
plies early this week, and Jor-
dan has already dispatched an
aircraft with drugs and equip-

ment.
Four plane loads erf supplies

have been sent from West Ger-
many. Further relief, from both
governments and private sup-
pliers, was being prepared in
’Belgium and the Netherlands.

US budget problems increase
By Anthony Harris in Washington

THE SHAPE of the first budget
of the incoming George Bush
administration is likely to
remain imclaar until fht> final

legislative deadline in October,
according to the co-chairman
of the US National Economic
Commission.
Meanwhile new problems

have emerged for the final bud-
get from President Ronald Rea-
gan to be presented next
month — the lama duck bud-
get. The cost erf restarting the .

Weapons-grade fissile matwiala
plants is now reportedly put at
$50bn over the next 20 years,
and the Reagan budget itself

Involves $35hn of controversial
cuts in the existing pro-
grammes.
The estimate for the budget

timetable emerged in a televi-

sion appearance by the co-
chairmen erf the National Gam-

CONTENTS
THE MONDAY INTERVIEW

In spite of delays in
trade, price and hank-
ing reform, Mr Leonid
Abalkin, economics
adviser to Mr Mikhail
Gorbachov, Soviet
President; is optimistic
on achieving a suc-
cessful perestroika by
the year 2000.
Page 40

mission, Mr Robert Strauss
and Mr Drew Lewis.
The two, who represent the

Democratic and Republican
sidea of the debate, agreed that

the budget deficit could not be
eliminated except with tfa* aid

of tax increases or reductions
in existing health and welfare
programmes. Both of these
steps would be highly contro-
versial.

Mr Strauss said that these
arguments would not be
resolved wwtii the last moment
and Mr Lewis that the
Commission’s own report on
deficit reduction would proba-
bly not appear until Septem-
ber.

Leaked reports from the
Department of Energy on the
nuclear programme say that
two critical plants in the weap-
ons industry will have to be

tion

relocated in more thinly popu-
lated regions, and that five
new production reactors will
be required.

It may be same weds before
this programme reaches the
Congressional committees who
will have to process it because
it is being disputed by the
nwiwi o{ Management «nd the

Budget, which .objects to the
proposed costs.

The OMB has nlan admitted
miMiclv that the bud-
get to be presented next month
will contain some $35bn of pro-
gramme cuts.

These Include undisclosed
cuts in the education pro-
gramme, which President-elect

Bnsh is pledged to expand.
The Secretary of Education,

Mr Laoro Cavasos, has been
quoted as saying: "I did the
best 1 could”.
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Moscow
plans to
devalue
rouble by at
least 50%
By Quentin Peel
in Moscow

DRASTIC plans for a
devaluation of at least 50 per
cent in the value of the Soviet
rouble and major «mgp«sii»na
to attract foreign investors
have been announced by the
Soviet Government.
The three-phase plan to

devalue the rouble to a more
realistic level, encourage a
major expansion of Soviet
exports, scrap continuing
bureaucratic restrictions on
Soviet trade and entice' more
foreign investors was pub-
lished by the Soviet Conndl of
Ministers.

It includes the establish-
ment of a state-controlled auc-
tion for foreign currency
among Soviet enterprises in
the near future, followed by a
commitment to devalue the
official rouble by 50 per cent
on January L 1990.
One year later, the Soviet

authorities are promising a
further adjustment, coinciding
with the abandonment of the
present system of currency
“coefficients" which impose up
to 6,000 different exchange
rates for different Imports.
For foreign investors, the

new roles will mean that no
maximum level is placed on
foreign participation in joint
ventures. Currently foreign
participation is limited to a
maxiimm of 49 per cent. Also,
labour laws will be relaxed fin-

such operations, top managers
may be foreigners, and import
tariffs will be reduced.
Another potentially impor-

tant concession is that foreign
partners will be allowed to pay
for the expenses of their for-

eign workers in roubles,
instead of in hard currency.
The moves are all part of a

package, approved a week ear-
lier by the ruling Politburo
and now formally adopted by
the Council of Ministers,
intended to boost the fledgling
Soviet export sector.
All Soviet enterprises which

can compete on international
markets will be allowed to
export and impart directly - al-

though the Council of Minis-
ters retains the right to veto
such operations “when the
activities of these bodies repre-
sents unfair competition, or
when their activities harm the
interests of the state.”
Exporters will still be expec-

ted to be “self-financing” in
hard currency, meaning that
they must cover any import
costs with export earnings - ex-
cept that the new currency
auctions to be held by the Vne-
shefconomhank (the State For-
Continned on Page 18

Thorn s<

chipmaker to

Thomson-SGS
By Hugo Dixon in London

THORN TZMT, the UK retail anH
technology group, is close to
selling its Inmos semiconduc-
tor subsidiary to Thomson-
SGS, Europe’s second largest
semiconductor company. The
deal could be completed later
this week provided regulatory
hurdles in Europe and the US
can be cleared.
In exchange for Inmos,

Thom will receive 10 per cent
of the shares of the enlarged
group, which will have
operations in Italy, France and
the UK. The shareholding Is

thought to worth about $20Qm
to Thom.
The proposed sale will be a

further step in the dismember-
ment of the UK’s indigenous
semiconductor industry follow-
ing the proposed GEC-Siemens
bid for Plessey.

The sale would also be
another step in the reorganisa-
tion of Europe’s semiconductor
industry with the aim of giving
it sufficient economies of scale
to compete with Japanese and
US manufacturers. Thomson-
SGS itself was formed last year
with that aim in mind, as a
joint venture between Thom-
son and SGS - owned by the
French and Italian govern-
ments respectively.
Thomson-SGS is strong in

memory chips, while Inmos is

strong In microprocessors. A
combined group would fit well
in the two main families of
semiconductors.

Inmos made a profit of £L5m
($6£m) in the six months to
the end of September after

many years of losses, while
Thomson-SGS is also on the
point of breaking even. Inmos’
turnover In the current year is

predicted by the company to
reach Si45m, compared to sales
of $L05bn at Thomson-SGS.
Inmos was created in 1978 by

the UK’s last Labour Govern-
ment as a vehicle for getting
Britain back into the world
microelectronics Industry. On
the technical front, the com-
pany achieved considerable
success by designing the revo-
lutionary transputer, a particu-

larly advanced microprocessor
sometimes described as a
“computer on a chip.”
However, Inmos failed to

make money and it was priva-

tised in 1984 by the present
Conservative Government via
a sale to Thorn for £125m. At
the time Thorn was pursuing
an expansionist strategy,
which soon went badly wrong.
Much to blame were continued
losses at Inmos, which is esti-

mated to have cost the com-
pany nearly £300m altogether.
Thorn began lookingfor buy-

ers for Inmos after a manage-
ment shake-up in 1985. The
new regime, under Mr Colin
Southgate, the chief executive,
decided Thorn had neither the
financial nor the technical
resources to make a success of
Inmos.

Morgan Grenfell

stakes for sale
By Roy Bashford and Nick Bunker in London

CONFUSION about how almost
9 per cent of the shares of Mor-
gan Grenfell, the UK merchant
banking group, will be dis-
persed emerged last night,
alter confirmation that Bond
Corporation had sold a 29.9 per
cent holding In Dewey Warren,
the former insurance broker
investment vehicle for Mr Rob-
ert Holmes a Court
Dewey Warren holds 5.6 per

cent of Morgan Grenfell, and
the Australian group headed
by Mr Alan Bond has 32 per
cent
AH parties agreed last night

that both Morgan Grenfell
stakes were up for sale, possi-
bly as a single package to an
unnamed Japanese insurance
company which has already
held tentative talks with Mr

John Craven, Morgan Gren-
feU’s chief executive.
The buyer of Boiad’s 29.9 per

emit stake in Dewey Warren is

Robert Fraser Group, a private-
ly-owned London merchant
bank and insurance broker.
A deal giving Fraser 29.9 per

cent of Dewey Warren in
return for a consideration
thought to he about £25m
($46m) was struck on Friday
night There is speculation that
Robert Fraser hopes to merge
Dewey Warren with Argyle
Trust the financial services
group run by Mr Nick Oppen-
heim, partly as a way of ensur-
ing that Dewey Warren retains
its quotation on London’s
unlisted securities market

In the last fortnight, Dewey .

Continued on Page 18
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HAPPY DIAMOND^
by

A unique concept becomes a classic.

6EN6VE
Since 1 860, craftsmanship in the vintage Swiss tradition.

Chopard, Gen&ve are proud to present their “Happy Diamonds" and

other collections of Jewelled, Classic and Sports watches featuring

unique models, at -

The World’s PremierWatch Specialists

tC New Bond Street London, W1Y 9PF. Tel: 01 -493 5916.

Cataloaue available on request

OVERSEAS NEWS

Agreement likely on EC securities
By David Buchan in Brussels

EUROPEAN Community
finance ministers are expected

to agree a plan for harmonised
securities prospectuses on the

capital markets of their 12
countries today, paving the
way for passage next year of

an investor protection measure
that was first proposed in 1982.

To the relief of the UK and
Luxembourg, the directive is

not cow expected to apply to

Europe’s $60bn-a-year Euro*

bond and equities sector.

Both governments have
argued that there are few small

investors in Euro— securities

to protect, and that cumber*

some regulation might drive

the lucrative and mobile Euro-

bond business oat of the Com-
munity.
Belgium, in particular, has

sought protection for its rela-

tively large number of private

Eurobond investors. But If Bel-

gium presses the issue it is

expected to be outvoted.

The proposed compromise is

that Euro-issues (bonds and
shares marketed outside the

tmintr'ies of the currencies in

which they are issued) will be
exempt from the directive if

they are not marketed through
any “generalised advertising

rympafgn or ffamrassing*’.

Euro-issues are to be
exempted from the directive’s

information disclosure rules on
the basis that they are “Under-

written and distributed by a
syndicate, two of whose mem-
bers have their bead offices in

different member states".

Mainly at West German
insistence, the prospectus
information requirement in the

draft directive has. recently

been made less onerous to

accommodate small corporate
issuers. But the UK has been
ydring for, and is likely to win.

an orempttan far its

securities market
The other measure on which

EC governments may reach a
common position today con-

cerns a harmonised definition

of banks' capital base, or “own
funds".

Together with another direc-

tive on solvency ratios, the

“own funds" directive forms
the basis for the European
Commission’s proposed Second
Banking Directive, which
would give banks a single

licence to operate across the

Community on the basis of

prudential control by their

home state.

Soviet companies accused of export inertia
By John Lloyd in Moscow

A SENIOR Soviet foreign trade
nfRriai has launched a scath-

ing attack on the inertia of
Soviet enterprises in the export
field, called for the rouble to be
made convertible as soon as
possible, and. urged the Soviet
Union to enter the General
Agreement on Tariffs and
Trade.
Mr Yuri Pefcahev, deputy

nhfltrman of the state foreign

trade commission of the coun-
cil of ministers, said in an
article in Sotslalisticheskaya
Industrie that “the present sit-

uation [in foreign trade] is that
a number of enterprises are
not taking foil advantage of

the rights and opportunities
given to them. Obviously this

is a result of their inability to
organise in this area, their
inexperience, and in many
cases too simply the absence of
any desire to take cm the
responsibility.

"Direct foreign trading con-
tinues to be, as in the past,

based more on an exchange of
than fill thp OTgHUi-

aatiMi of cooperation in pro-

duction. Many managers have
not overcome old attitudes,

preferring the old approach of
asking the state for money to

import rather Hum developing
their own exports.

"The majority of claims to

the ministxy [of foreign trades

are for more imports, as previ-

ously. There are virtually no
claims for more exports." Mr
Pefcshev conceded that there
had been & rise in exports in
the first six mouths of 1988

over the same period in the
two previous years, but said

this was largely the result of

more production of raw materir

als, and in some categories of
semi-finished and consumer
goods.
Mr Pekshev said: "The rela-

tively backward engineering
sector, about which much con-
cern is now expressed, did not

increase Its share of exports. In
thpjy circumstances it is diffi-

cult to balance foreign trade

turnover and establish the nec-

essary foreign trade and build

up the foreign currency
reserves our country needs.”

He says that to solve the

problem of incentives in for-

eign trade, the rouble must be

made convertible “in the near-

est possible future". The fur-

ther development of Soviet

exporting, and of foreign cur-

rency financing, will require a
“further rapprochement” with
Gatt, "with our final intention

to become a member of this

organisation".

Showdown
talks on
Koor today
By Andrew Whitley

in Jerusalem

KOOK, the embattled Israeli

conglomerate, meets its for-

eign creditors in London
today, for a likely show-down.
The meeting was originally

called by Bankers Trust of
New York, whose action on
October 9 in applying to a Tel

Aviv court for compulsory
winding-up of Israel's largest

company sparked the crisis.

Mr Hwijmntn Gaon, Root's

chief executive, will be in the

today, after the Israelis

also called a creditors’ meet-

ing, ostensibly to brief bank-
ers on a recovery programme.
Lawyers acting for Bankers

Trust have submitted an affi-

davit accusing Dr Shimon
Bavid, Row's finance director,

of fabricating evidence. The
new turnaround plan was
summarily dismissed.

Bankers Trust has now wid-

ened the issue to include Hev-

rat Ha’Ovdim, Boor's labour
federation-owned parent, and
Bank HapoaBm, the leading
Israeli bank. Hapoalim,
awnthw mhcWfary Of Hevxat
Ha'Ovdinz, is by far Boor's
largest creditor.

The Bankers Trust affidavit

insists on the need for an inde-

pendent liquidator. In the
meetings. Bow is expected to

confirm its intention to sell

control, if necessary, in Its

largest subsidiary, Tadirau,
“We have no restrictions on
file sale of equity,” Mr Gaon
said.

An independent auditor has
given a favourable first

impression of the programme,
which involves a drastic slim-

mhxg-down of Boor.
Sir Gaon says he is still

seeking an outof-court settle-

ment with Bankers Trust
before December 20, when the
Tel Aviv District Court is to
deliver its ruling. He insists he
will not make separate
arrangements with one credi-

tor to the detriment of others.

However, the patrician New
York banks show no sign of
wanting a compromise on its
itamimrfa.

Second banker
charged in

Koskotas case
A SECOND banker was
charged in Athens with embez-
zlement and forgery in connec-
tion with a banking scandal

that has shaken Greece’s
Socialist Government, police
said, Reuter reports from
Athens.
Mr Panayotis Vakalis, for-

mer vice-president of the Bank
of Crete, asked the Public
Prosecutor for 48 hours to pre-
pare his defence, police added.
The request was granted.
Mr Vakalis is a dose associ-

ate of the Greek-American
press and banking tycoon Mr
George Koskotas, the man at
the centre of the $200m
tel 11m) sflgnrigl. Mr Koskotas
fled after being charged with
embezzlement and forgery at
his privately-owned Bank of
Crete. He was arrested in the
US late last month and Greece
has requested his extradition.

Two senior ministers of the
Government of Mr Andreas
Papandreon have resigned
over the case.

Opposition parties are
united in thrfr condemnation
of tibe Government’s handling
of the case and allege some
ministers tried to cover up the
affair. Mr Papaudreou said
the scandal was a plot aimed
at undermining the Govern-
ment and rejected opposition
calls for early elections.

Madrid and

unions

head for

strike clash
By Peter Brace in Madrid

HOSTILITY between Spain's

Socialist Government and the

country's main trade union
ahead of Wednesday's general

strike increased at the week-

end.
The Government has passed

an emergency law decreeing

high manning levels for public

services during the strike and

the unions have threatened

new stoppages.

The Government appears to

have given up any hope of

stopping the strike, though it

has persuaded a number of

senior members of the main
socialist union. UGT, not to

support it. A senior Socialist

Party member has also said the

Prime Minister, Mr Felipe Gon-

zalez. will probably call early

elections if Wednesday's action

is successful.

Mr Nicolas Redondo, the

UGT leader, who has called the

strike along with the country's

other main union, the commu-
nist CCOO, denounced the
Minimntn Services Order.

The decree calls for half the

workers in public transport

companies to report for work.

It is probably deliberately pro-

vocative, as the unions are

strong in the sector and plan to

halt public transport com-
pletely in Spain’s major cities.

The unions have promised to

maintain emergency services

only, but their refusal to obey

the weekend decree will place

them outside the Law and could

provoke violence on Wednes-
day. The strike call is rapidly

developing into a trial of

strength, with the Government
determined to allow non-strik-

ers to go to work.
The two unions say they will

be able to take 4m people out

of work.
Mr Redondo said union dis-

ruption would continue if the

Government did not reconsider

their demands — chiefly, to

shelve a youth employment
plan designed to find 800,000

jobs by subsidising employers

to hire young people on
short-term contracts and at the
minimum wage.
The union unrest is also

threatening to upset Spain's

first term as President of the

European Community, which
starts next month and which
could limit Mr Gonzalez's abil-

ity to respond to the union
challenges.

An early election, brought
forward from 1990, would play
havoc with the JSC presidency,

but Mr Gooz&lez has not ruled
out tiie possibility,.

US wholesale trade

op 1.9% in value
OCTOBER US wholesale trade
rose in value by 1-9 per cent
from September and 8.5 per
cent from October 1987, the
Commerce Department
announced. Anthony Harris
reports from New York.
This was in line with trade

expectations, and stock/sales
ratios were little changed on
the year.

Pinochet regime
charges Communists
By Barbara Durr
in Santiago

THE PINOCHET Government
has filed charges the
Chilean Communist Party, acc-
using it of inciting rebellion
and links with guerrillas.
Communist leaders had said

that violence was still a legiti-

mate toed against the Pinochet
regime, that they continued
the strategy of popular upris-
ing, and tforf they had trained
militarily.

Interior Minister Mr Carlos
Carceres said: "The Govern-
ment will not tolerate tills."

Talks on miners’
strike in Pern
MR Lnis Negreiroi
secretary-general of Peru’s re
ing APHA party, met miner
leaders at the weekend to dl
cuss ending a 57-day stril
which has cost more tba
$4Q0m fggffim) in lost ctot
revenue. Veronica Baruffa
reports from T.wt»_

A union leader said the mb
ms would only lift tee strike
an agreement with the Goran
ment was reached.
Miners* main demands ai

collective bargaining an
monthly wage adjustment
according to inflation

FINANCIAL TIMES

Published by the Financial Times
(Europe) LUL, Frankfurt Branch, repre-
sented by E.Hugo, Franhfqn/Msfa,
and, as members of the Board of Direc-
tors. F. Barlow. R.A.F, McCtean,
G.T.S. Dsacr, M.C. Gannon. D.EJ*.
Palmer. London. Printer Frankfurter
Soeicbtu-DnidunMjinbtl. Frankfurt/
Main. Responsible editor. GJ>. Owen.
Financia l Times. Bracken House. Can-
non Street. London EC4P 4BY. « Tbe
Financial Times Ltd, 1988.

FINANCIAL TIMES, U$PS No
19064Q, published daily except Sundays
and holidays. US subscription rates

$365.00 per annum. Second-class post-
age and at New York NY and at addi-

itoail moiling offices. POSTMASTER,
send address change io: FINANCIAL
TIMES. 14 East 60Ui Street. New York.
NY 10022.

Financial Times (Scandinavia) Ltd.

DENnSaRK



n .C

’ v.
1 *

r<7~

^ ; *t - V0SS3

1 ’

»= 3**

Friday.
Two of the four nude Oppose

Parties lifted their block-ade °f parliamentary proced-
ings immediately after

of the resignation.^thfi ** **- reform
mlla, which include provisions
to introduce a value-added tax
a*u* to’ reduce discriminatory
taxes on imported liquor, will
resume this morning hi the
upper house of the Diet
Public hearings have been

scheduled for Friday, after
which the Govennent can force
a final vote, as it did in the
tower house last month The
current Diet session is due to
continue until December 28, so
the Government appears to
have plenty of time to pass the
legislation, even if mterrup-
tame — such as the d«ath erf

Emperor Hirohito, who
remains gravely ill - occur.

'Hie Opposition parties had
united in blocking parliamen-
tary business because of incon-
sistencies in the explanations
green by Mr Miyazawa of the
involvement of a former aide
in the Recruit scandal. Mr
Miyazawa chose to resign
rather than meet the Opposi-

Seoul moves closer to

support for Daewoo
By Maggie Ford in Seoul

THIS finance committee of
South Korea’s National Assem-
bly decided at the weekend to
allow the Korea Development
Bank to raise an extra Won
500bn (£400m) enabling it to
raise its stake in the troubled
Daewoo Shipbuilding and
Heavy Machinery.

Parliamentary approval of a
bin to increase the paid-in capi-
tal of the state-owned bank
indicates that government sup-
port for Daewoo has moved a
step closer. The group had
ashed the Government to
instruct the hank to inject Won
SOObn into the subsidiary,
bringing the bank's stake up to
49 per cent.
Daewoo's founder, Mr Kim'

Woo Chong; has faced strong
pressure to contribute to the
rescue of the shipbuilder by
selling other profitable busi-
nesses such as a securities
firm, a big hotel and a chemi-
cals company. Daewoo Ship-
building has debts of Won
850bn and interest costs are
threatening the health of the

Istanbul holds

returned exiles
By Jim Bodgoner
in Ankara

ISTANBUL police yesterday
still held three out of eight

left-wingers who went into
self-imposed exile after the
1980 military coup but
returned on Saturday to test

the Turkish regime's tolerance.

Five others were turned away
by airport police at Ataturk
airport
The three detained were

Haluk Tan Ipecki, Nurettin
Yalcin, and Yuksel Selek. The
eight, who came in on two
flights, were accompanied by
their lawyers.
There appeared to be some

confusion on the part of the

authorities about how to deal

with the returnees, who
included Mr Nafiz Bostancf, a

prominent activist with the

former left-wing trade union
confederation, DISK.
The eight had advertised

their arrival in advance, but

the Istanbul prosecutor's office

was apparently furious with

the airport police, having
already issued a warrant fin:

the detention erf Mr Bostanca

and two others.

group.
Mr Kim reportedly told the

MPs that he would dispose of
dive subsidiaries, hot including
the securities firm which is the
market leader, raising Won
200bn. Bargaining is expected
to continue, however, over
Daewoo’s share of the rescue
package.
Meanwhile, a strike at the

shipyard owned by Sarnmng
,

another big South Korean con-
glomerate, has focused atten-

tion on the company’s ban on
trade union membership. More
than 10,000 workers and offi-

cials of the Federation of South
Korean Trade Unions demon-
strated at the National Assem-
bly and the company’s head-
quarters demanding that the
group' allow .unions.
The federation has called

-
for

a nationwide boycott of Sam-
sung’s products, claiming the
company has acted Illegally by
setting up a “company union”
at the shipyard and denying
membership to ordinary
employees.

Egypt holds

hardliners
By Tony Walker in Cairo

MORE THAN 100 people, many
of them Moslem hardliners,

were ordered detained at the

weekend for further investiga-

tions under Egypt's emergency
laws.

This followed serious distur-

bances late last week in the
Cabo suburb of Ain Shams in
which a policeman was killed.

Egypt's security farces ' had
rounded up nunre than 300 peo-

ple in. Ain Shams since last

Wednesday In an apparent
blitz against an extremist Mos-
lem group. The district was
the scene last August of seri-

ous rioting.

Mr Zald Badr, Egypt’s Inte-

rior Minister, threatened
stronger action against
extremists following the stab-

bing of a pininrJcthes police-

man on Thursday.
“We will confront terror

with force and any attempt to
damage the country’s stability

will not succeed,** be declared.

Tim latest flare-up involving

Moslem hardliners- coincides
with growing signs erf unhap-,

piness in Egypt over economic

Four Tibetans feared dead

in clash with troops
By Pater EHingsan in Peking

UP TO four Tibetans may have

been killed when Chinese

forces opened fire on 5“™*“
rights demonstrators in TO** s

rock-throwing oar the shots, the

witness said. According to offi-

cials, police fired warning
shots into the air and hit some
vmnnlfli Hr?

Tibet?'most sacred Budding

temple, shortly before noon on

Saturday. One witness said

about 30 Tibetans wearing
aoout «w . .

. the, enuare

banners and*
® eameTal

the 40th anniversary of the

united Nations declaration of

hTSro^irronndii.g the

m£cKr began flujmg
rrtpks at police, who first usea

opened

not deer which came first, the

nffWai Chines© newsa-
gency, Xinhua, said only that a
group of monks 'and nuns
began a riot after distributing

leaflets advocating Tibetan
independence.

It was the first serious con-

frontation between pro-inde-

pendence Tibetans and Chi-

nese forces since the riots

which broke out last Septem-

ber <md again in March. -

At least six and possibly as

many as 10 people were killed

in the March violence and
Tibet was closed to foreign
journalists.

- -

Why Iran is carrying out purge of the clergy
A new bout of political infighting has started, Scheherazade Daneshku writes

•w
might call an election if the tax
reform package remains stair

- led, then quickly agreed to
resume proceedings.

Despite the Miyazawa resig-

nation, the Recruit scandal, in
which several leading busi-
nessmen and aides to senior
politicians made windfall prof-

its on the flotation of a prop-
erty company. Recruit Cosmos,
will rumble on. But the ruling
Liberal' Democratic Party
hopes that pressure on leading
politicians will subside. Inves-
tigations by the public prosecu-
tor's office appear to be focus-
ing on links between the
Recruit group, Nippon Tele-
graph and Telephone and the
administration of former Pre-
mier Mr Yasuhlro Nakasone.
Mr Miyazawa’s resignation is

unlikely to have much effect

on the political or economic
scene in the immediate future.
Mr Noboru Takeshita, the
Primp Minister, who fam falron

on the finance portfolio tempo-
rarily, said on Friday that the
Government WOUld maintain
its fisraT and monetary policies
aimed at sustaining nan-infla-
tionary growfo based an strong
domestic demand.

TWO WEEKS ago, a spe-

cial clerical court in
Iran announced the exe-

cution of six members of the
clergy, in the first official dis-

closure of clerical executions
for over a year. The announce-

ment has raised speculation
that a new round of political

in-fighting among Iran's pre-
dominantly clerical leadership

is underway.
The six, who number two

former MPs among them, Hoja-
tnlpadam Fathollah Omid-Naja-
fabadi and Seyyed Ali Naqi
Khavari Langarudi, have been
executed on charges of corrup-
tion, according to the clerical

court
Three laymen were also exe-

cuted. AH nine were convicted
of “the formation of corrupt

bands, corrupting a number erf

individuals, deep moral and
financial ' corruption, insulting
isifliwfe sanctities, and commit-
ting acts against the code of
the ctergy”.
Although the hues of divi-

sion in Iran’s political battle-

field are blurred, as a result of
struggles which are mainly for
power rather than ideology, it

is dpff* the executions are a
continuation of the Govern-
ment’s crackdown on associ-
ates of Mehdi Hashemi, who
was related to the country's
leader-designate Ayatollah
MontazerL
Seyyid Mehdi Hashemi, the

brother of Ayatollah Monta-
zeri’s son-in-law, was arrested

in September 1986 and exe-
cuted a year later on corrup-

tion charges.
His connections with armed

groups abroad, his commit-
ment to the export of the revo-

lution through freelance inter-

ference in domestic Lebanese
politics, and his disclosure erf

the US dealings with Iran in
what became the Irangate
scandal, challenged the author-

ity of central government pol-

icy directed by the country's
parliamentary Speaker, Hojato-
leslam Hashemi RafsanjonL
Hojatoleslam Omid-Najafa-

badi. one of those recently exe-

cuted, was an associate of
Mehdi HashemL The two were
responsible some years before
the revolution for the murder
(among many others) of a
senior Isfahan! clergyman,
Ayatollah Shamsabadi, for ref-

using to co-operate with them.
After the revolution, Qmid-

NajaCabadi was appointed Ma-
han’s cityjudge and supervised
the execution of many of the
old regime. However, he and
other members of the group
fell out of favour as Mehdi
Hashend’s power grew.
Why has the Government,

under the political direction of
Rafsazyani. waited to execute
Omid-Najafabadi and his asso-
ciates until now instead of
alongside Mehdi Hashemi a
year ago? It seems likely that
while the war with Iraq was
still on, moves to execute
groups of the clergy would

Iran will spend more than
8750m (£416m) in the first

phase of Its post-war recon-
struction, largely on rebuild-

ing its oil Industry and restor-

ing electric generation
capacity devastated in the
eight-year war with Iraq, the
Islamic Republic News Agency
URNA) said, AP reports from

have proved too divisive in so
sensitive a period.

Similarly, attempts to elimi-

nate the most dangerous oppo-
sition groups, including those
working outside the framework
of the Islamic Republic such as
the Mujahedin and the Tudeh
(Communist) Party, have been
stepped up in the period since

Iran's compromise acceptance
of a ceasefire in the Gulf War,
with hundreds if not thousands
of executions reported by
exiled Iranians in the West

It is also possible that the
Government may wish to
declare an amnesty on the
occasion of the Islamic Repub-
lic’s 10th birthday next Febru-
ary, and will want to be sure
that those released will not
pose a threat.

The past few weeks have
also seen the murder of Iran’s

first post-revolutionary Health
Minister, Dr Karan Sami. Dr
Sami was a secular politician

who used to head the Revolu-
tionary Movement of Iranian

Nicosia.

The agency said the 630,000-
barrel-a-day capacity Abadan
oil refinery, the biggest In the
world, ' would resume partial
operations within four
months. Some $500m allocated
for reconstruction will be
spent during the current Ira-
nian year.

Moslems (JAMA), a left-wing
organisation favouring admin-
istration by popularly-elected
councils. He was closely associ-

ated with the Islamic Repub-
lic’s first Prime Minister,
Mehdi Bazargan; both were
one-time students erf Ayatollah
MontazerL

Dr Sami and Ayatollah Mon-
tazeri had spent years in the
Shah's prisons together. A
practising physician. Dr Sami
was also Montazeri’s doctor
and had been to see him the
day before Dr Sami was fatally

wounded by a knife attack in
his surgery.

There is speculation that
when Ayatollah Montazeri
takes over from Ayatollah
Ruholiah Khomeini as spiritual
leader. Dr Sami would have
become a strong candidate for

Prime Minister. This would
reinforce the fears of some
clergymen- that Ayatollah Mon-
tazeri favours the gradual
withdrawal from power of the
clergy in favour of secular poli-

ticians.

Dr Sami’s funeral was
attended by thousands of sup-

porters and there have been
reports of demonstrators call-

ing for justice. Eighty Iranian

MPs have signed a petition
culling for the swift capture of

his murderer, and the authori-

ties now say they have identi-
fied the killer.

The delay in government
action has led to an increas-

ingly vocal suspicion that the
minder was carried out by a
faction within the Government
and possibly by the country’s
secret service. Savama.

It is too soon to be able to
draw any firm conclusions
from the Sami murder. How-
ever, it is dear that Rafeaxyani
and the pragmatic faction are
still under pressure from other
groups in the struggle for the
consolidation of power.
While Ayatollah Khomeini

lives, this straggle may see no
resolution, since Khomeini is

concerned to see unity in gov-
ernment rather than the tri-

umph of one group over
another.
While Khomeini is alive, Raf-

sanjani also has the opportu-
nity to lay more effectively the
groundwork for a firmer power
base through constitutional
and other changes. There are
already moves afoot to alter
the constitution. At recent Fri-

day prayers. President Ali Kha-
menei spoke of the need for
changes.

Polisario

apologises

for downing
US aircraft
POUSARIO guerrillas fighting
against Morocco for an inde-

pendent Western Sahara said

yesterday they shot down a
US-hired aircraft, killing all

five American aid workers on
board, Reuter reports from

A statement from the head-
quarters of the Marxist Polisa-
rio Front apologised to Wash-
ington for the attack last
Thursday and said it was a
mistake which was deeply
regretted.

The communique, issued in
the name of Polisario’s civilian
wing, the Saharan Arab Demo-
cratic Republic, promised that
the bodies of the dead would be
returned without delay.
The organisation said its

forces fired ground-to-air mis-
siles at two DC-7 aircraft -
hired to combat the worst
locust plagne for more than 50
years - after the aircraft were
sighted flying at low altitude.

Polisario said the two air-

craft were confused with Mor-
occan 0130 military aircraft. It

said the incident took place 18
miles from Moroccan defence
lines at Gart El Hemxuer. The
second aircraft was hit, but
landed safely in Morocco.
The Algerian-backed Polisa-

rio Front has been fighting
Morocco for 13 years.
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Western reporters were allowed into Armenia at the weekend, for the first time since the devastating
earthquake last week. Below, two of them give accounts of conditions after the disaster

‘Crush syndrome’ kills survivors of earthquake
By RoMn Lodge of Reuter in Yerevan

AT THE main surgical hospital in the
Armenian capital of Yerevan, earth-
quake survivors are dying from
“crush syndrome”, and a shortage of
kidney machines that could save
them.
"We are losing people because we

haven’t got the equipment," Dr Emma
Kostina declared angrily as she ges-

tured. at a ward packed with people
plucked from the rains of Leninatom
or the “lost town” of Spitak.

“If you write anything; tell them to

send us equipment.” Dr Kostina told a
group of foreign reporters flown from
Moscow to Armenia three days after

the quake which kilted tens of thou-
sands of people in the Transcaucasian
republic.

Dr Ruben Ovaskyan, the hospital's

chief doctor, said more than 500 quake
survivors were being treated and 79
more bad been brought in on Satur-
day, almost all of them in critical con-
dition.

Over 80 per cent were suffering
from “crush syndrome” - damage to

tissues which can lead to kidney fail-

ure when the human body is sub-

jected to compression under heavy
weights. “This is one of the worst
conditions known to modem medi-
cine ” said Dr Ovaskyan. “It is largely

irreversible."

As he spoke in the bed-lined corri-

dor of the hospital, the Yerevan
branch of the Soviet Institute of Sur-

gery, bis voice was drowned by an
ambulance siren.

“There has been a constant stream
of ambulances ever since the disaster.

We have no more room, but we can't

turn people away,” he told the report-

ers. his face lined with fatigue.

His most serious problem was a
chronic shortage of kidney dialysis
machines. Two had been delivered
from Japan and France in the last 24
hours to supplement the hospital’s

one American model. Dr Ovaskyan
said.

In Moscow, his words were echoed
by Dr Mikhail Putintsev at the Soviet

capital’s Sklifosovsky Institute, a
major accident hospital to which
many of the quake victims had been

flown to ease the pressure in Yerevan.
“When people are crushed," Dr

Putintsev explained, “it pushes poison
into the kidneys. The only way to
save them is with these machines,
with filters and solutions that flush
out the kidneys.”
Dr Putintsev told a reporter for the

American NBC television network he
had seven people already suffering
from crushing.
“But my one machine is old-fash-

ioned and they take a lot of time. And
I have only enough filters and solu-

tion to save two people,” he said,

holding up a phial of solution he said
was made to West Germany.

In the Yerevan hospital, pale, grey
faces glazed with sweat and contorted
with pain, stared out from beds
packed together in every available
space.
Men, women and children lay side

by side, surrounded by weeping rela-

tives.

In the corner of one ward, a mid-
dle-aged woman sat by her 20-year-old

daughter in dear horror and disbe lief.

The girl was lying with unseeing eyes
on a bloodstained mattress, a tangle
of tubes emerging from under the
blankets.
"Why? Why? Why?" the mother

repeated, her whole body shaking
with grief

In the next bed lay another woman
in her 20s. connected to a kidney
machine, Tve lost my mother and my
grandmother." she said to a voice
drained of emotion. “I can't remember
anything. When I came to, they were
helping me out.”
Few of the injured had a dear idea,

of what had happened. Ms Alla Pogo-
syan, S3, from the town of Stepano-
van, said she had been visiting her
niece in a fourth-floor apartment
when the quake struck.

*T suddenly found myself on the
ground,” said Ms Pogosyan, her face a
swollen mass of cuts and bruises. *T
put out my hand and someone took it
£ realised I had lost consciousness."
Mr Alexander Mzkadyan, the hospi-

tal director, said they were handling
only emergencies. “Everyone’s condi-

tion is serious - or they wouldn’t be
here,

0
he said. “Eighteen died today."

Hie said that when first news of the
quake came, all bat the most seri-

ously ill patients already in the hospi-

tal had been sent home to make way
for the injured.

A young doctor pushed past to
reach a woman whose head had sud-
denly foiled over the (allow. Mutter-
ing encouragement, he began gently
slapping her face, but her eyes
remained glazed and fixed and she
showed no sign of response.
Many of the injured were from Spi-

tak, a town of 30,000 inhabitants,
which was completely flattened by
the quake.
Mr Aikas Markanyan. a 44-year-old

lecturer, told the visiting reporters
from his bed that he was to his insti-

tute when the earthquake strode just
before midday. “I took half a step and
found myself under the rubble,” he
said.

A nurse quietly confided that his
back was broken, and both legs were
paralysed.

Rescue workers find ‘nothing left to restore9
in devastated Spitak

By Mark Porabcansky of Associated Press in Yerevan

RESCUERS dug through mountains Of
rubble, searching for survivors of a
devastating earthquake in the
southern Soviet Union that wiped one
town off the map and killed at least

40,000 people.
Piles of coffins and sobbing survi-

vors flashed across television screens
on Saturday night as rescue workers
from around the world raced to save
people still trapped and to help thou-
sands of injured and homeless people.

Western planeloads of doctors,
search dogs and medical supplies
arrived on Saturday as people from 40
countries joined the rescue effort
Authorities opened previously dosed
areas in an unprecedented acceptance
of foreign disaster aid.

Spitak was described by Soviet
authorities as a total loss. “Spitak
won't be restored, because there is

nothing left to restore," said Mr Yuri
Chaplygin, a spokesman for the

Soviet Council of Ministers in
Moscow.
“A new dty will be built on the

same spot”
College students who helped to the

rescue efforts returned to Yerevan,
the capital of Armenia, with tales of
vast destruction.

“Five homes remain in Spitak -
that is aH The rest are destroyed. You
can’t describe it. You have to see it"
Mr Arsen Mtoasyan, a student at an

agricultural institute, said.

In Yerevan, helicopters whirred
constantly overhead, transporting
dead and wounded from the disaster
area 47 miles northwest
A small group of foreign reporters,

the first allowed into Armenia since
Wednesday's earthquake, saw roads
around Yerevan’s Zvamots Airport
clogged with relief vehicles. Fog
slowed an emergency airlift of sup-
plies and people from throughout the

Soviet Union and abroad.
Television began its evening news

broadcast with sombre music and
shots of the red state flag flying at
half-mast at the snow-covered Krem-
lin.

Photographs showed Mr Mikhail
Gorbachev and his wife with expres-
sions of shock on their faces, visiting

the disaster area, consoling survivors
and speaking to some of the thou-
sands of rescuers.

Armenia’s wrecked roads and railways hamper relief effort
By Quentin Peel in Moscow
RESCUE workers still fighting to
save survivors from the Armenian
earthquake face huge logistical prob-
lems in getting supplies and equip-
ment to toe disaster area, Soviet offi-

cials have revealed.

Yesterday’s new tragedy, when a
military transport aircraft crashed
approaching the airfield at Leni-
nakan. was a ghastly reminder of the
chaos facing toe relief effort with a
hopelessly inadequate infrastructure
already shattered by toe quake.
The main railway line to Leni-

nakan. the largest town to be devas-
tated by toe quake last week, was
ripped up over a distance of 80 kilo-
metres, and hundreds of road bridges
and tunnels to the mountainous area

were damaged.
Power supplies were knocked out

throughout the region, where 700,000
people lived before toe tragedy, now
estimated to have caused a death toll

of between 40,000 and 45.000.

The rescue effort has been severely
hampered by the lack of heavy lifting

cranes to shift toe concrete slabs
from dozens of modern blocks of
flats, which appear to have collapsed
like houses of cards.
The main road from Yerevan to

Leninakan is reported jammed with
vehicles of Armenian families, trying
to bring relief supplies or rescue
their relations from toe disaster area.

The tiny airport in Leninakan.
which normally takes only four or

five flights a day. has had to cope
with 100 flights a day or more, using
an emergency air strip cleared by
military construction brigades.
The only rail line open nearby runs

from the neighbouring republic of
Azerbaijan, but both railway track
and electricity lines on the main linn

from Tblisi to Yerevan have beat cut
Mr Yuri Chaplygin, deputy chief

spokesman far the Soviet Council of
Ministers, said 35,000 cubic metres of
earth needed to be moved to reopen
the rail line, with huge volumes of
supplies and equipment, including
coal, diesel fuel, buses and other
vehicles, waiting to get through.
Two freight trains were derailed by

tiie earthquake, and five other loco-

motives seriously damaged.
Emergency power supplies from

two mobile turbo-generators in Leni-
nakan are now available only for
medical clinics, blood transfusion
units and fire-fighting units, he said.

“The priority task is the fastest
passible clearing of collapsed. build-
ings and the rescue of victims,” Mr
Chaplygin said. “Much equipment is

moving to the disaster area by road.
More than 500 mrih of lifting equip-
ment will have been sent to the disas-
ter area [by Sunday!-"

“First of all, we need cranes,” he
said. “The Ministry of Defence has
provided 80 transport planes. They
are beginning toe process of deliv-

ering the cranes. This is the most

burning issue now."
The two nuclear power reactors In

Armenia are said to have been unda-
maged by toe quake, which measured
5.5 on the Richter scale in their
immediate vicinity - just short of
the level of 6.0 at which they are
supposed automatically to shutdown.

Officials in Moscow still have no
Information about the situation at
mines in the area, where hundreds of
miners would have been underground
at toe time of the earthquake. Mine
rescue expats are among those who
have been sent to the area.

No advance warning was given of
toe earthquake, which reached 7 on
toe Richter scale at its epicentre
when it struck on Wednesday.

Compromise hint in

autonomy pleas

at Latvian meeting
By John Lloyd, recently in Riga

A GATHERING in Riga, the

Latvian capital, over the week-

end has pointed shakily

towards a form of republican

nationalism which stays

within the limits of Soviet

reformism, but which is aimed
to flpitigfy some of the demands
of the Baltic republics for

autonomy.
The conference, named sim-

ply Forum, was held under the

aegis of the Latvian Supreme
Soviet [parliament), and had
the of bath the Soviet

frwfl the Latvian Communist
Party.

Its deliberately conciliatory

style could not, however, block
out voices of real anxiety over
Latvia’s future, even its future

existence. Mrs Dga Apine, a
historian at the Latvian state

university, told the gathering:

“The Russification of Latvia
started in the 18th century. It

is cm the verge of being suc-

cessful.”

The conference drew
together over 900 delegates
from all over Latvia, elected

from constituencies and from
ethnic groups, religious denom-
inations even the military.

Although it was strongly
influenced by the autonomous
ideas of toe Latvian Peoples
Front, it deliberately promoted
other voices. Including that of

the International Front, formed
to a large extort in reaction to

the renaissance of nationalism
represented by the LPF and to
a more extreme degree by toe
Latvian Independence Party.

Its explicit purpose was to
promote respect for all nation-

alities within the republic -
toe Latvians are actually in a
minority, with 40 per cent of
the population - together with
a more explicitly Latvian cul-

tural hegemony.
Mr Anatoly Gorbunnov. the

suave, youngish president of
the Supreme Soviet, presided
ova the meeting and is chair-

man of its executive counciL
The two main concerns, as

displayed by a stream of pre-

chosen speakers at the ros-

trum, were the Latvian lan-
guage and the economy. Mr
Abram Ktockms, a professor of
Journalism, said: “There never
was any zeal policy of friend-

ship among the peoples of this

nation. The leadership cyni-
cally betrayed Leninist princi-

ples. We cannot forget that

very often official speeches in

Latvia were made only in Rub-

gtnn, even official speeches on

the anniversary of the creation

of Soviet Latvia were in Rus-

sian." .

Mrs Rite Kakaine. head of

the Riga Microbiological Insti-

tute. said that the towns of

Riga, Jurmala and Daugavpils

wore seriously polluted, that

cancer deaths, especially

among children, were rising,

and that chemical and other

discharges from plants were
polluting the Bay of Riga.

Interviewed separately. Mr
Dounis Ivans, the 33-year-old-

president of the Popular Front,

said the forum would "change

the psychological atmosphere"

of Latvians, by letting them
see they could change society

by their own actions. He said

the Front might evolve into a

political party In the future.”

It appears that much of the
nffCnai side of Forum, which
will have no executive power
but appears to have been
formed as a broad-based sup-

port for Latvia’s leadership, is

reconciled to making a series

of compromises with Moscow
on autonomy over the next
months.

Significantly, Mr Janis Abol-

tins. deputy head of the Lat-

vian state planning agency,
said the question of whether
land and enterprises were
owned by the republic or the

central state was still “open”, a
moderation of the previous
position that it should be the

possession of the republic - a
stance already adopted by
neighbouring Estonia.

Yet in the conference hall,

the most enthusiastic applause
was reserved for those who
spoke longingly of toe 20 years

of Latvian independence and
for those who criticised the
International Front.
Mr Viktor Avolins, editor of

the radical journal Daugava,
drew cheers when he said that

the International Front - sup-
ported mainly by Russians -
was “based on autocracy,
bureaucracy and on principles

of stagnation" and was “using
toe upsurge of the Latvian
nation to organise political

dashes. The ‘masters’ and
bureaucrats don’t want to let

power out of their hands — or
Marxist ideas out from beneath
their bottoms,” he said.
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To meet the Sultanate

of Oman’s high expectations,

Wimpey’s work on the Royal

Hospital didn’t stop until

we’d neatly tucked in the

last bed sheet.

We were responsible

for the whole project, from

drawing the first plans right

through to laying the staff

football pitch.

We supplied uniforms

for the 2,000 staff, stocked

the pharmacy and even
employed medical experts

to select and install the

latest computerised X-ray

equipment.

To have everything
ready on time, we relied on
the resources and expertise

of the whole Wimpey Group,

from our minerals division to

our laboratories-

So the moment our
operations were complete,

the doctors could move in

to start theirs.

Across all our business

areas — Contracting, Min-

erals, Homes & Leisure,

Property, and Consultancy
— Wimpey goes to more
trouble than anyone else.

That’s, because we set our-

selves higher standards.

But the Sultanate’s

hospital was no exception —
we treat all our clients and

customers like royalty.
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OVERSEAS NEWS

Sector barriers would remain bar to EC market unity
Study says proposals offer only modest gains in efficiency and price cuts. Guy de Jonquieres writes

E UROPEAN Community ited trade and large retail price advantage from incareasing out- be resisted by governments, where such services are highly the proposals would not mi
proposals to remove differences between countries, put to serve the rest of the EC. while prospects of applying the priced. pnces because they did

internal trade barriers miiv nartlv to restrictive The scoDe for common EC- EC "mutual recognition" prin- In countries such as West cover national car taxes ;

proposals to remove
internal trade barriers

in food and drink, pharmaceu-
ticals and retail firmnniai ser-
vices are unlikely fully to unify
Community markets and may
produce only limited economic
benefits, according to the Hen-
ley Centre.
Studies by the centre, an

independent UK consulting
firm, say the proposals either
do not attack the most impor-
tant market barriers m those
sectors or offer only modest
potential efficiency gains and
price reductions.
The centre believes the scope

for gains is bigger in corporate
banking, air transport and
road haulage.

It says EC proposals for the
car market could help remove
price anomalies and cut costs,

though some of them parallel

actions which the industry is

taldng anyway.
The studies' conclusions are

more cautious tban tbe
so-called Cecchini report pub-
lished by the European Com-
mission last spring. It forecast
that the single market pro-
gramme could raise EC eco-

nomic growth by between 4.5

per cent and 7 per cent.

The studies' conclusions
about each sector are:

Food and Drink: The
extreme fragmentation of the
£C market, evident in the lim-

ited trade and large retail price

differences between countries,

is due only partly to restrictive

national rules and differing tax

rates.

Removing the most obstruc-

tive national rules, such as

‘Fears that the UK
Financial Services Act
will create an exodus of

financial services

companies from London
after 1992 are probably
exaggerated7

France's ban on aspartame
sweeteners and Denmark's ban
on sales of drinks in cans,
could reduce some disparities.

Harmonisation of national
excise duties on alcoholic
drinks would also significantly

alter consumption patterns and
profit margins.
Many barriers are due to

widely differing local habits,

tastes and distribution
systems. Abolition of West Ger-

many's much-criticised beer
purity law is unlikely to make
it easier for' foreign brewers to

increase their sales there.

A unified market would offer

few economies of production
scale. UK beer, chocolate and
crisp producers are already
operating at optimum scale

and would get no real cost

advantage from increasing out-

put to serve the rest of the EC.
The scope for common EC-

wide brands is small because
local tastes vary widely.
Recent food industry mergers
are explained by the difficulty

of exporting brands across
frontiers and changing con-
sumer tastes, not by producers'

desire to rationalise production
and achieve larger scale econo-

mies.
Retailers’ ability to source

products more widely, central-

ise purchasing and expand
own-label brands may
strengthen their barga ining
power with food manufacturers
after 1992.

Pharmaceuticals: Inefficient

duplication of capacity has
been encouraged by countries

such as France, Italy and
Spain, which use approvals
and pricing regulations to force

companies to produce locally.

Consumers do best in countries
where the economic contribu-

tion of local pharmaceuticals
companies Is small
EC proposals to Increase

price transparency were
unlikely to yield results
quickly, and the main pressure
for lower prices would proba-

bly come from concern by
national health services at ris-

ing costs.

Centralised EC registration
of pharmaceuticals could bene-

fit efficiency but was likely to

be resisted by governments,
while prospects of applying the

EC "mutual recognition" prin-

ciple to the sector seemed
remote.
"Moves towards unification

of the ethical pharmaceuticals

MARKET
market will be at best faltering

and extremely slow," the study
says.

Financial Services: Though
proposed EC deregulation will

remove some obstacles, the

real barrier to transnational
success in retail services will

remain the need to have out-

lets in countries where ser-

vices are provided.

Hence the EC's proposals

would probably have minimal
impact. Price differences
between countries would per-

sist, though they might be nar-

rowed by competition in areas

such as credit cards.

The prospects in corporate
banking are brighter, because

of opportunities in countries

where such services are highly

priced.

In countries such as West
Germany, newcomers would
still have to overcome obsta-

cles such as the vertically-ince-

grated structure of banks and
their long-established relation-

ships with local customers.

Fears that the UK Financial
Services Act would create an
exodus of financial services
companies from London after

1992 were probably exagger-

ated.
However, consumers risked

being confused by having to

choose between UK rules and
those applied elsewhere in
Europe.

Cars: The proposed ending of

national type approval would
yield only limited gains in pro-
duction efficiency because
most European volume car-

makers were already operating
at levels which maximised
economies of scale.

Single type approval could
increase manufacturers' flexi-

bility and their ability to
source more widely, as well as
enabling them to spread devel-

opment costs over more units.

Manufacturers are already
moving voluntarily towards
technical harmonisation and
shared development costs.

EC proposals would narrow
national differences between
car prices and stimulate sales
in Britain and Spain. However,
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US and Europe

warned against
the proposals would not equal-
ise prices because they did not
cover national car taxes and
because of practical problems
for consumers in buying cars
across borders.

Fiat was most at risk from
increased Japanese car imports
became of its heavy depen-
dence on its home market. EC
import restrictions could have
limited impact because they
would encourage Japanese car
makers to move up-market and
produce inside the EC.

Aviation: The huge potential
for cost savings through dere-
gulation would probably not
show through in lower foxes
until the share of routes guar-
anteed to national flag carriers

,

fell below 40 per cent. In the
longer run, incursion by US
airlines was likely to offer
major competition In the EC.

,

Road haulage: The planned
j

removal of EC customs barri-

ers, of restrictions on cabotage
and of quotas on international
haulage together offered big
potential efficiency gains.

However, these were hard to
quantify because some border
delays coincided with drivers*

rest periods and because fac-

tors other than cabotage curbs
were responsible for lorries
making empty return trips.
* The United Markets of
Europe; Henley Centre, 2-4

Tudor Street, London EC4Y
QAA. Tel: 01-853 9961. £1,500.

trade blocs
JAPANESE and Australian
politicians warned the US and
Europe yesterday against form-

ing blocs that hinder free

trade, and urged more co-oper-

ation in the Asia-Pacific

region, Reuter reports from
Tokyo.
Ur Hajime Tamura, Japan s

Trade Minister, and Mr Mal-

colm Fraser, the former Aus-

tralian Prime Minister, voiced
concern that Europe’s eco-

nomic integration in 1992 and
the recent US-Canada free

trade pact could end up being
protectionist

"I know exactly what they
have done,” Mr Tamura told an
economic forum. *Tve been
bashed and bashed by America
and Europe [while I've been
Trade Minister].”

To help promote regional co-

operation, Japan should buy
more from its Asian-Pacific
neighbours, Mr Tamura added.
"We should be an import
superpower."
Mr Fraser called for Japan

and Australia to take the lead

in fanning a trade association

in the Asia-Pacific region
designed to lead to more open
markets worldwide.
The association would be

open, to countries outside the

region, but would also help

shield smaller Asian-Pacific

nations against protectionism.

Both men seemed uncon-

vinced bv assurances from LC
and US ‘representatives that

economic Integration would be

beneficial Eor everyone.

"It should be viewed as an
opportunity, not a threat*" said

Mr Andries Van Agt. EC
ambassador to Japan. Seeking

to rebut charges of protection-

ism. Mr Van Agt stressed that

Japan exported 15 times as

many cars to Europe as it

imported from the region.

But Mr Tamura rejoined:

"You have to ask yourself why
Europe buys 15 times more.'’

Mr Fraser recalled how Aus-

tralia lost out when Britain

joined the EC and had had to

turn more to Japan to sell its

goods.
, ,

"The [US-Canadal agree-

ment . . is not likely to have
adverse economic conso-

quences for the rest of the

world," Mr Bruce MacLaury.
president of the Brookings
institution, a US "think tank",

said.

But again Mr Fraser seemed
unconvinced, saying that both

Europe and North America had
blocked progress at the just-

completed multilateral trade
talks in Montreal.

SHIPPING REPORT

Tanker market levels off
By Kevin Brown, Transport Correspondent

THE steady improvement in
the tanker market levelled off

last week, but brokers said
rates remained good in most
loading areas.

There was little chartering
on the open market, partly
because charterers sought to

dampen the rapid rate rises of
the previous week by doing
business in private.

However, Galbraith's, the
London brokers, said they
expected high rate levels to be
maintained in foe short term
because of charterers' desire to

lift oil before Opec production
cuts come into force.

Galbraith's also said that
part of the increase in rates

has been due to a shortage of

tonnage, and greater availabil-

ity of ships in January might
cause rates to ease.

Several large ships were
fixed in the Gulf, including a
305,000 dwt re-let fixed by
Mobil to the West at World-
scale 62%, and a 220,000 dwt
ship fixed at Worldscale 105 to

the East by Chevron Singa-
pore.

Brokers said vessels in the
lm barrels class were being
fixed above Worldscale 90 for

voyages to the US.

WORLD ECONOMIC INDICATORS
INDUSTRIAL PRODUCTION (1985 = 100)

US
Japan
W Germany

Oct '88

118.6
114.0
107.1

Sept '88

112.1

114.9
108.0

Aug '88

111.9
114.3
110.2

Oct '87

110.9

106.9
103.8

% change
over

previous
year
+ 5.1

+6.6
+3.2

France
Sept '88

109.7
Aug '88

109.6

July '88

109.6
Sept 67
104.5 + 5.0

Netherlands 710.0 107.0 112.0 104.0 +5.3
UK 110.6 111.1 110.6 106.5 + 3.8
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UK NEWS

Migrating Britons cash in on housing
By Simon Holberton, Economics Staff

Financial fraud is as old as money itself.

The problem is that the amounts are bigser and the means more numerous

In December, The Banker looks atwhether bankers are really mendacious

or simply misunderstood.

SB B flf TheEnforcers orBolting thestable door. . . The SEC the

Ir LUtt Financial Services Act, the DTI and the Basle Concordat.

AND an exclusive interview at BCCi.

ALSO IN THEDECEMBER ISSUE
Back to Nature Ecolosists aredelated but will debt-for-

nature swapscatch on?

Sweden'sASEA Brown Boveri develops taste for

commercial paper.

SWIFT II in crisis

AND
A 36pase special on theTop100Arab Financial Institutions

THE BANKER - the complete monthly briefing for all

financial strategists availablenowfrom newsagents in

Paris, Basle,Zurich,New York,the Eastern Statesand
Canada.

HEB/4NKER
A FINANCIALTIMES MAGAZINE

THE HOUSING boom in Use south east of

England will lead to net international and
internal migration from the region of
about 100,000 individuals in 1988, accord-

ing to two Oxford economists at the week-
end.

Mr John Muellbauer and Mr Anthony
Murphy, of Nuffield College, in a research

paper on the effects of house prices in

migration, claim that net Internal migra-
tion from the south east will reach 70,000
this year. Its highest level since the Blitz

during the Second World War. About
30,000 individuals will emigrate this year.

“These sew migration patterns are the
result of rapid house price inflation, par-
ticularly In the south east,” they write.

“This has more than offset the attraction

of rapid economic growth and a buoyant

labour market. People are cashing in their

gains and moving to cheaper parts of the

country or overseas."

There are unfavourable balance of pay-

ments consequences for the capital

account from people selling houses and
moving abroad. The authors challenge the

Central Statistical Office’s estimates of

private transfers by UK migrants.

They suggest that instead of an average

of £8,100 taken out of the UK by each
migrant in 1987 the true figure is closer

to £35,000. This year, they estimate,
migrants on average will withdraw
£42,000 from the UK which, in aggregate,

comes to around £5bn, or about 1 per cent

of Gross Domestic Product.
High interest rates and a strong

exchange rate, the Government’s chosen

(muons for fighting the inflationary and

IjEtf conaqucDyof tte

Ktm in house prices, may curtail growto

the manufacturing industry. Since this

mostly located outside the south east,

me regional benefits may be tost.

Increased net emigration implies «

rain and skills drain" which the UK can

afford, they say. ^
The authors say one positive effect or

e rise in house prices is that jt may lead

less unequal regional development as

bs, as well as households, relocate out-

ie the south east ......
rnr Prices and Migration. tuCO-

Chairman of Next sacked

following weeks of talks
By Maggie Urry

THE FIRST serious discussions
among directors of Next which
led to the late night sacking of
Mr George Davies, chairman
and chief executive of the UK
retail group, and his wife Mrs
Liz Davies, product director,

last Thursday took place two
months ago, it emerged yester-

day.
When directors met last

Thursday morning in the cou-
ple’s absence, it had not been
decided that the solution to
disagreements about manage-
ment style would be the expul-

sion of the couple, according to

remaining board members.
Mr Davies and his wife have

refused to comment since the
announcement of their dis-

missal was made on Friday
morning.
The couple issued a state-

ment through their solictor, Mr
D.J. Freeman, saying they told

the 11 pm board meeting that
“in their view there was no

EMPLOYMENT Training, the
Government's £l.5bn training
programme for the adult unem-
ployed. is operating at least 25
per cent below target, accord-
ing to confidential Department
of Employment reports, writes
Charles Leadbeater.

Senior officials of the Depart-
ment's Training Agency, which
is responsible for the pro-
gramme, report serious diffi-

justificatiou for their dis-

missal" Legal action against
Next for wrongful dismissal
has already been started.

Mr Davies’ dismissal was
"because of fundamental dis-

agreement concerning manage-
ment style" according to the
brief statement the Next group
matte to the Stock Exchange.
There has been no attempt

to explain why Mrs Davies,
who some regard as having
been more important to the
business than Mr Davies, was
also sacked, beyond the fact

that she was his wife.

Mr David Jones, formerly Mr
Davies's deputy who took over
as chief executive, said yester-

day he first became concerned
about Mr Davies’s manage-
ment style some months ago.

He talked to Mr Davies about
it.

His feeling was that Mr
Davies's unstructured manage-
ment style, which had served

culties in attracting unem-
ployed trainees and enough
employers to provide work
experience placements.
The scheme's disappointing

start could be a serious embar-
rassment for the Government,
which has insisted the pro-
gramme was proceeding welL
Training Agency figures

show that by mid-November
about 171,000 people were par-

the company well when it was
smaller, was no longer suitable

in a business of the size Next
had become.
Only after Mr Davies had

been tackled directly, say his

opponents, were the non-execu-

tive directors, who have played

a vital role in the boardroom
drama, approached.
Late Thursday morning the

directors met to discuss possi-

ble options. By tea-time, appar-

ently, the George-must-go deci-

sion had been taken. Mr Davies

was asked to come to a meet-

ing of the board, which was to

take place at the offices of

Next’s legal advisers Slaughter

& May.
At 11 pm or so, a board meet-

ing was held at which the reso-

lutions were put
Mr Davies says he is not able

to present his version of events

on legal advice, although his

supporters suggest he is the
victim of a power game.

ticipating in the programme.
About 86,000 had joined since

its launch in September and a

further 85,000 had transferred

from the old Community Pro-

gramme which is gradually
being phased out

Senior Training Agency offi-

cials say this is at least a quar-

ter below the projected partici-

pation rate for the scheme at

this stage.

TI adjusts

accounting

to ease

debt-raising
By Richard Waters and
Clay Harris

TI GROUP, the specialist

engineering company, is set to

add fuel to the debate over

brand accounting by adopting

a new policy which solves an
increasingly common balance

sheet problem without forcing

It to value its intangible assets.

The move will make TI the

first UK industrial company to

tackle the issue, which so for

has exercised the creativity

only of companies in service

industries. It also signals Tl's

readiness to make additional
large acquisitions and to take

on significantly higher levels

of debt to finance them.
TTs method will be to show

goodwill as a negative reserve

in its balance sheet. Such
reserves are known colloqui-

ally as dangling debits.

Mr Michael Garner, finance
director, said that the policy

would remove an artificial

restriction which had led the
company in the past to Issue

equity rather than Increasing

borrowing.

Decisions by other compa-
nies to value brands and other
intangible assets has divided
the UK accountancy profession

and led to fears that financial

statements will become more
difficult to compare.

The dangling debit method is

already used by acquisitive ser-

vice sector companies with bal-

ance sheet problems.

Training plan falls 25% short of target

COMPANY NOTICES

CIT-ALCATEL (COMPAGN1E FINANCIERE ALCATEL)
FRF 200.000000 10 1/4% Convertible Bonds 198Q/I991

we Inform the bondholders that the redemption instalment at FRF 8500000. nominal due
on 2 January, 1089, has been satisfied by a drawing on 2 December; 1988, In Luxembourg

In the presence at an hutestac

The 1-700 drawn bonds win be reimbursed at par on January 2. 1989; coupon due
on January 2. 1990 and Mowing attached, according to the modalities of payment on the bonds.

The numbers of such drawn bonds are as foBaws:

25217-25218
25292-25298
29325-29348
36897-36950

2S224-2S238
26302-25307
29913-29933

25245-25261
25312-25318
29944-29984

25272-25286
253S2-253S6
30699-32088

Amount outstancBng: 17005900*-

LAGENT FINANCIER,
SOCfETE GENERALE ALSACIENNE DE 8ANQUE

15, avenue Emile Reuter
LUXEMBOURG

NOTICE TO HOLERS OF
EUROPEAN

DEPOSITARY RECEIPTS
(EDRS) IN

PIONEER ELECTRONIC
CORPORATION

Wc an pkuwtJ lii aumuinvc ilial cupin
of ihc CMnnuuiM Notice of Ibe 42nd
Ordinary Gvneral MMinf nr Shantlold-

cn nr Common Slock of ihc Company
to tv held m IMh Dcvcmtvr. 141111, arc

now available to L DR Hidden upon
appboiMm Id TIk Bank of Lid..

30 j 34, Mnnrpsic. London. EC2R hDH.
and Ihc Ayen l . Tbc Bank of Tokyo
(Luvcmbouriu S.A.. Rmdvnre Si.

Eipni. 1-1. Hue du Sl Uvpni, 1475
Luu.-cub.Niiv.

Bank or Ti4yn liucnuukuul Limned
I London Dcpcmrary)

J2ih UttLvrnhcr J«m

OBITUARIES

OOUMOtlE . On Oacambor Oh euddenly.
Omffrav Psrclval. In hla asm mar. m
A*H*y, Warn Betavad husband at Barbara
Jaeakm Private lomliy aorvlco at Parnoon
Wood Crematorium, Harlow. Family now
orn only, donations, d Mdad. ta mo Brh-
Jsh Hosrl Foundation. 102 GleutoMer
Piae*. London VWi.

PERSONAL

PUBLIC 5PEAKMQ Training and speech
wrnttifl by award winning speaker. Firs!
lesson Iron. 01 930 2197.

CONTRACTS & TENDERS

NOTICE OF SALE

The Socicic HoicJicrc cl Touristique in Tunisia is issuing an
invitation to tender for five hotels1

,

- Hotel Du Lac 3 Star, 414 Beds, In Tunis
- Hotel Esplanade 3 Star, 260 Beds, In Monastir
• Hotel Tanit 2 Star, 63

6

Beds, In Hammamet
- Hotel Tanit 2 Star, 540 Beds, In Monastir
- Hotel Tanit 2 Star, 632 Beds. In Jerba

Individuals or legal entities interested in acquiring one or
several of these hotels may collect the specifications against

payment of seven hundred Dinars for all five (global scale) or
two hundred Dinars for one specification from the Head
Office of the Socicic Hotclicre et Touristiquc in Tunisia (Dar
Sakka. Avenue Habib Bourguiba 5000 MonasLir/Tunisia).

Tenders must be sent in a scaled envelope by registered mail
to reach the SHTT (address above) before 20 December
1988.

AH envelopes must bear the following wording “Appel
D'OnVes Vcnte D’Hoicls SHTT - A Nfi Pas Ouvrir" marked
in red in the top left hand comer, otherwise they may be
rejected.

Tenders which arrive after the closing date (20 December 88),

ihc post mark being proof thereof, will not be considered.

For any additional information please contact the SHTT.

- Tel. (03) 60.720 - (03) 61.633
- Telex: 30889

NOTICETOTHEHOLDERS OF
NORTTZ CORPORATION
Whiranato subscribe for
share* of Common Stock at
Norte Corporation issued in
conjunction wMi an Issue of
USS3Q.OOO.OOO 3*4% Bond*

duo 1991

Pursuant to me Phying and
Warrant Agency Agreement
dated 10th December 1986.
notice to hereby given as
follows:

1 . On 9th December 1988, the
Board of Directors of the

Company resolved to moke a
free distribution of shares of

its Common Stack to share-

holders of record os of 31

W

December 1988 124)0 noon
(Japan rime) at the row of 1

share per 20 shares held.

2. AcconSngfy. the adjusted

Subscription Prica par share

of the abowHnontionad
Warrants uriB bo Yen2.147.60
par share of Common Stock,

with affect from 1st Jftnuay

1 989 (Japan time).

NORTTZ CORPORATION
By:

ThaTbiyo Kobe Bank Limited

Principal Faying Agent

Dated: 12th December 1988

ARAB BANKING
CORPORATION (B-SC.)

USD 150800000
FLOATING RATE NOTES

DUE 2000

Fee ihe aft mond*, December a
1968 to Jura 7, 1989; the ras of

Interna has bam feed at

9 ZR8KRA.

The totanst duo« Jura 8. 1988

S US 477.12 aid tea been computed

on toe actual number of dap
dqpsad (MS)Aided tysn

The Principal Plying Agant

SOCiEHE GENERALE
ALSAQENNE 0E BANQUE
15. Annua EAfla Reuter

UKSffiOURB

AMERICAN PETROLEUM PRODUCTION M.V.

("APP N.V.")

The Board of APP N.V. announces Owl me eomMsmMs monies wunhekl by Black Hawk
CHI Conveny on tta purchase <A APP ProaucOan Inc. to meet any tax flaMHtfm arising s*

result at Die sale try APP N.V. tea outlined m Die Circular to alwrehoiaera doled 22nd
July 1B8S) have Men released to APP N V. The Board Of APP N.V. therefore announces
a dSHMSn to afiemnoidara hy way <* repayment of capital our or sddtdanel pmkUtt

capital of US$30 per ahem, payable on QSt January. 1889,

Share* wm to pooled e^dWriborkw anUBereenf on Mdi December, MBS,

Payment on regtatered eheree wut to made in USS W or to the order of the holders on
ihe record on ZM December, ISM.

Payment on tower sharee will be made In USS by cheque or by transfer lo an account
maMeJned try Hie payee w«h a Mr* In New York Crty again*r pro*emsiian or coupon
number 20 el the offices of Schroder Investment ManoBement Limbed. 38 Old Jewry.

London EC2R DBS or IBJ Schroder Bank A Treat Company, one State Streak New York
MOO* or Banoue Oenense to Unembourg SJk, Service dee TOres, 1* Rue AMrtngen.
Luxembourg.

APP N.V. and American Petroleum Production B.V. win enter voluntary liquidation on or
tromedtaMy token rent January, toss. A Oriel dMrtbuflan will be made on me
completion el Dm liquidation cl im company.

LEGAL NOTICES

No. 006360 of 1988
IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION

M THE MATTER OF
ARLEY HOLDINGS PLjC

- AND -

W THE MATTER OF
THE COMPANIES ACT 1985

M3T1CE IB hereby given that tto Order of Die
High Court at Justice (Chancery DtvMon)
dated Zffih November tSSB confirming Dm
cancellation of the Share Premium Account
at £*.082.000 was registered by tto RegMrar
at Compantae on •» 2nd Dnoamtor im
Dated aria tth December ISM

George Green S Co of
>85 High Street

Credtey Hneth
Wartey
Wen Mhflanda BU 3HW
ftoltWGQ

SoUdtore tor flw Mere named Company

IN THE HATTER OP
THE mUPAWIW ACT tSB

pad

M TW HATTED OP
SHORT CUflMQW A CUTHBBH LOOTED

NOTICE IS HEREBY GIVEN pursuant ta Seo-
Han 504 of me Companies Ad 1965 that a
General Meeting of the Members ol me
above-named Company wiH to held at 11.00
3-m. at the offices of Masers. Boom wnUe a
Co. t Wardrobe Piece, Carter Lane. Sl
Pauls, London. EC*V 5AJ on Wtoneatoy, 4th
January 1908 to to followed at 1116 a.m. by
e General Meeting of Dm CrecNtore tar me
purpose e* reeetvtng an Account sl me Uou*-
dsier'a Act« and Oaaltnm end of Hie conduct
of the MndlqHJp lo dole.

DATED this 2nd toy of December 1888

BRIAN MILLS
UQUtOATOR

ANNOUNCEMENTS

TYZACK & PARTNERS
haw appointed Patrick Alexander
from their London office to
Chief Executive of iheir operations
in the Far East. George Lire
remain* Managing Director of the
office in Hong Kong where he is

joined by Mr T.L U and Mias
Juliana Chan aa consultants.

PUBLIC
NOTICES

OBKt OP FAfH TRADING
public nonce

COMPETITION ACT 10M
COMPETITION ROEHENCB

UNDER SECTION a

The Director General of Fair Trading has
published a repot under aecthm 3 of Dm
Competition Aa I960 (the Ad; stating in
accordance» section 3(10) of the Aa met
a course ai conduct pursued by UnlChetn
Limited (UmChern) constitutes an anU-coiB-
peUBwo practice end that M la appropriate for

Mm to maM a reference to the MonopoOea
>M Merosre Commlsatan (the Commtaatan)
under aecttan B of me Act The Director

General baa not accepted under!ahlnps
oflared by UnJOrem, end has made a refer-
once to ihe Commission as lotows:

a the person whose antvMes are lo be
kwesttflatod by the Commission is UWOwm;

b ne goods la which me tmesugathm b to
extend are pharntectoUcshc

c mn course cf conduct to to Investigated is
UntCtom's conduct in making and proposing
arrangements tar dm affotment of atore* in

Bs capful.

A repon on Mb reference I* « be made
within a period ol Bve ftXHWu, begining 23
November 196a

It you bay* any informutan which would help
the Commission in thalr mquiitas. please
write M soon as possIbM to; Tits Secretary.

Monopolies and Mergers Commission. New
Court, 48 Carey Street London WCZA 2JT.

RENTALS

KENWOODS
RENTAL

QUALITY FURNISHED
FLATS AND HOUSES
Sbort and Lang Lets

23 Spring St, London W2U

A

Tefc 01-402 2271 Telex: 25271
Fass (01) 262 3750

SERVICED
APARTMENTS
CHELSEA

WeU died nnunram* lavs oislu rhop-

runt Furnidnl nudio **"d I bed Hit*

from CSO p.»„ ™ta I eMMib.
Lenina; office. Ml O-ymt Home

Slounc Avenue. Loodoa. SW3 1AX
(PI) 584 8311

Td« P1&15S NCHLDN

FINNISH
CORPORATE SERIES

1988

Reprints of the advertisements in the above series, which
appeared in the Financial Times during June and September
1988, are now available, in a presentation folder.

The following companies took part in the series:

Kansallis Banking Group Veitsiluoto

Postipankki

Huhtamaki

Amer Group

Enso-Gutseit

Rauma-Repola

Finnsuguar

Kymmenne Coiporation

Valmet Corporation

Finnair

Please send a Stamped Addressed Gnvelope (minimum size
envelope 27cm x 34cm with postage 32p) to Gillian King,
European Advertisement Department, Bracken House, 10
Cannon Street, London EC4P 4BY.

Sandeman Founders Reserve Port.No longer Reserved For The English.
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UK NEWS

Row looms oyer meeting
cost of future pit strikes
U»iihU _ • *

WlHdnson, Resources Editor

SJfi a clash One of the industry’s main...rrr -r™**™ wu» a cinsn
tfrg electricity Industry

^out feting ft® cost
a miners’ strike aftereleo-

ttctty privatisation.
co$- 01 defeating

5? ] «»*» the lead®-
Arthur Scargffl in

198^85 fell jnalniy on the Trea-^ *39?*°** *****

22 strikes of 1972 and 1974
jraefa resulted in the fall ofws Government of Mr Edward
Heath

J“* fl* Kectrio-
*w BiH which has its second
reading in the Commons today
would require almost ^
costs to be borne by electricity
consumers — or by sharahold-
CT8-

ff the fUH cost of the lastimam1 . t. l 1

mysteries Is that future regula-
tors would refuse to allow the
cost of strikes or dfaniptknis to
he passed to consumers, with
potentially serious effects for
the grivate electricity compa-
nies’ shareholders
The 139-page tell shows that

the Government intends to
take very wide powers in an
emergency. The definition of
“emergency* could innimu* a
ll sifbfc

outs by ordering power sta-

tions to hum as orach oil as

possible, even though it was
then very expensive. Some
plants, particularly the gas tur-

bines, were worked so hard
that their life is said to have
been much shortened. Expen-
sive replacements will there-
fore be needed earlier than

to consumers, the resulting
“ScargRl levy" would have
been equal to about 20 per
of electricity bills. Not all the
costs would have fallen on a
privatised electricity tadasby,
but the bQl would have been
very high.

The Government would be
aide to direct private electric-
ity companies to run their
most expensive gas turbine
plant for prolonged periods,
instead of Just at winter peaks
in ffomawtf

It would also be empowered
to direct companies to build up
coal stocks to higher levels
than they would otherwise
think necessary, or to bum
coal from stockpiles which
they would not normally nse .

la the year-long struggle
with the miners the Govern-
ment narrowly avoided blank:.

The industry Is trying to per-

suade the Government that
licences needed by private elec-

tricity companies should recog-
nise the financial conse-
quences of such an emergency.
The Government has remained
adamant, however, that the
costs must be borne by the
industry, even though it Ha«
been told that would make
shares in the new fynrrpgntpg

less attractive to the City.

One of the industry’s main
anxieties is whether its ability

to withstand industrial action
from outside would be ham-
pered by arguments with the
regulator about which costs
could be passed to consumers.

Labour focuses on ‘nuclear tax’
By Philip Stephens
THE LABOUR PARTY is to
inake the proposed “nuclear
tax” on electricity consumers
the foens ctf its attack when the
Government’s hill to privatise
tile industry is debated in the
House of Commons today aTul

tomorrow.
Mr Tony Blair, Labour’s

energy spokesman, yesterday
accused the Government of
creating “muddle and confu-
sion" over the extent to which
consumers would have to foot
tiie bill for construction of four
additional nuclear power sta-

tions over the next two years.
Initially, Mr Cecil Parkinson

had suggested that the con-

struction costs for the four
pressurised water reactors
(PWRs) would be passed on
directly through a iwrmi««ir tax
Now, however, there were
reports that National Power
would have to raise the money
iteelf on financial markets.
Mr Blair riftwamW that the

Government clarify the cover-
age of the proposed tax before
the bill was considered by par-
liament It should also specify
in detail bow other costs —
such as itispmring of nuclear
waste or ifecommlssiomng star

tions - would be allocated.
• The Consumers' Associa-
tion last night attacked several

aspects of the Government’s
electricity privatisation bill,

writes Maurice Samuefeon.
it criticised the built-in pro-

tection for the niwinay indus-
try, which would be paid for by
consumers, claiming that poor
consumers would be hit hard-
est by higher power prices.

Mr John Winward, an energy
analyst, said shareholders
rather than consumers in pri-

vatised industry should pay for

bad investments.
Nuclear power stations

Offered BUCh poor financial

return that it was doubted
whether serious private inves-

tors could build them.

MPs back Kinnock in opposing SLD pact
By Our PoOUcai Editor

MR NEIL KINNOCK, the
Labour leader, has the support
of about three-quarters of his
party’s MPs in refusing to con-
sider an electoral pact with the
Social and Liberal Democrats.
According to an opinion poll

published in yesterday’s Sun-
day Times, only Zl per card of

a representative sample of
Labour MPs backed such a
pact Some 76 per cent were
against and 3 per cent were
non-committal
The result will provide some

Comfort for Mr Umnnrlt, who
was disappointed last week by
the call of Mr John Evans for a

limited preelection deal with
the centre party.

In parallel, yesterday's poll

shows growing support among
Labour MPs for consideration
of a switch in policy by the
party towards support for some
form of proportional represen-

tation.

West ‘must

update arms

in spite of

Soviet cuts’
By Philip Stephens,
Political Editor

THE FOREIGN Secretary
yesterday reaffirmed Britain’s

view that the West should pro-

ceed with the modernisation of
tactical nuclear weapons in
spite of the Soviet Union’s
planned pnfo hi conventional

Sir Geoffrey Howe said cm
BBC television’s On the
Record that battlefield unclear
weapons would remain an
essential part of the West’s
strategy of flexible response to

any Soviet threat Those weap-
ons would have to be kept up
to date if that strategy was to
remain effective.

He sidestepped the Issue of
whether a firm decision had to

be made next year on a
replacement for the Lance
short-range nuclear missile
and acknowledged a “debate"
within the alliance on whether
it might be postponed. He
declined to be drawn on
whether opposition in West
Germany to the modernisation
might become Insuperable in

the wake of the Soviet cuts.

On the same programme, Mr
Michael Heseltine, former
Defence Secretary, also cau-
tioned against the West lower-
ing its guard.

Sir Geoffrey echoed the gen-
erally warm response in Nato
countries to the announcement
last week by Mr Mikhail Gorb-
achev, the Soviet leader, of
unilateral cuts in Warsaw Pact
forces. He said Mr Gorbachev’s
speech marked the beginning
of a vital change on the Soviet
side from an offensive to a
defensive posture in Europe.

If the promised improve-
ments in human rights were
translated into action urftaio

might drop the veto on the
wwt hnmaw rights conference
being held in Moscow.

Sir Geoffrey said the Soviet
leader himself, however, had
acknowledged that his speech
to the United Nations last

week marked only the start of

the process of arms reduc-
tions. Mr Gorbachev planned
to “move warily es well as
with vision ™d the West had
to remain concerned about the
overwhelming superiority in
conventional and chemical
weapons which Moscow would
retain."

A hard sell in Hampshire Central
John Mason reports on the European by-election campaign

I
F FURTHER evidence were
needed of lukewarm public

feeling for Europe, this

week's European by-election

campaign In Hampshire
provides it.

Elections to the European
Parliament have never set the

electorate aJight On Thursday
Conservative efforts to retain

the Hampshire Central seat

must contend with the rival

attractions of the Christmas
season.
Mr Edward KeDett-Bowman,

the Tory candidate, starts a
clear favourite, defending a
majority of almost 45,000 - or
27.6 per cent - inherited from
Mr Basil de Ferranti, whose
death precipitated the contest.

But with turnout expected to

fail from the 31 per cent of the
last European election to well
below 20 per cent, and the Gov-
ernment suffering an early

bout of midterm blues, a vic-

tory is likely to be by a modest
margin

Selling Europe has proved
hard work for all five candi-

dates. The prospering business
community of Southampton
and the M3 corridor is largely

aware of the approaching sin-

gle European market and
many firms are well integrated

into trade with Europe.
But elsewhere in the constit-

uency the Channel tunnel
arouses fears of the arrival of

rabies or of overnight invasion
by foreign armies.

The Conservatives have
mounted a big campaign to

hold on to the seat, caning in

Cabinet ministers, including
Mr Cecil Parkinson and Mr
John MacGregor, to speak at

public meetings. Their efforts

hqM in Southampton, where it

runs the city council, but only
pockets of support outside. In

the rural areas - where the
mix is one of agriculture and
London commuter villages -

the Social and Liberal Demo-
crats and Social Democratic
Party form the opposition.

However, the confidence of

the SLD, with a strong base in
local councils, has grown.
Their candidate, Mr David
Chidgey, claims an SLD vic-
tory is now possible thanks to
disillusioned traditional Tory
voters. However be must trust

to the volatility of a low turn-
out producing an unexpected

Edward KeHett-Bowman:
(dear favourite

have resulted so far in
small attendances and few
umn inches in the local press.
Mr Kellett-Bowman Is direct-

ing a campaign in which he
insists, for example, that the
single market presents rich
Opportunities for “Enterprise
Britain,” but federalism is out
With Conservatives at the

helm, Britain will be a good
European but undue central-
feed decision-making will be
resisted, he says.
He plays down the possibil-

ity of losing votes through dis-

illusionment with government
policies. Interest rate rises
have not yet led to a flood of
complaints while last week’s
“egg row” and the protests of
Hampshire poultry farmers
will have subsided by polling
day, he says.

At the last European elec-

tion, the votes for Labour and
the Alliance were split almost
equally. Labour has a strong-

He is campaigning on the
SLD being the only truly
enthusiastic supporter of the

Community. RHt»in
should join the European Mon-
etary System and collaboration
on high tech industrial projects
must increase for Europe to
compete with Japan and the
us.
The businessman’s Europe

must also be balanced with
harmonisation of benefits such
as pensions, more industrial
democracy and more effective

environmental legislation.

Unsurprisingly, the Labour
candidate, Mr John Arnold,
predicts the disarray of the
centre parties makes him the
major challenger.
The moderate Labour leader-

ship of Southampton Council
has good relations with local

business and has set up its

own services to support busi-

nesses in the ran up to 1992,

Mr Arnold says.

He is trying to turn the elec-

tion into a referendum on gov-

ernment policies by campaign-
ing on the poll tax and local

government cuts. However, the
difficulty of winning the rural

vote means second place is the

most he can probably hope for.

The SDP has a candidate
with a familiar name, if not a
face, in Lord Martin Attlee, son
of the late Labour Prime Minis-

ter - a Unit featured in his

election literature.

Lord Attlee maintains sup-

port for what he agrees many
voters call the “David Owen
party” is bearing up. The lack

of representation on local

councils is miaiaadiwg because
many councillors elected for

the SDP joined the Democrats
after the merger, he argues.

The SDP campaign promotes
full economic integration,
warning London will be
replaced as Europe’s banking
centre imless Britain joins the
EMS and participates fully in

the creation of a central Euro-
pean Bank.
This is not always an easy

message to spread on walk-
abouts, so he explains a com-
mon currency would mean
British holidaymakers no lon-

ger paying charges for chang-

ing pounds into francs.

Green Party candidate Mrs
Sally Penton is campaigning
on the damaging effects of
nitrate fertilisers encouraged
by the Common Agricultural
Policy and the loss of Hamp-
shire’s hedgerows. Her target

is to poll the 5% of the vote
necessary to save her deposit

Candidates: Edward Kellett-

Bowman (C); John Arnold
(Lab); David Chidgey (SLD);
Lord Attlee (SDP); Sally Pen-

ton (Green).

Forgemasters attacks gas price
By Hugo Dixon

SHEFFIELD Forgemasters, the
sole surviving UK
manufacturer of large steel

castings and forgings, is
threatening to sue British Gas
for overcharging due to abuse
of its monopoly.
The move is the fastest in a

long-running battle between
the Sheffield company, which
consumes large amounts of
gas, and British Gas.
Forgemasters was

instrumental in persuading the
Monopolies and Mergers
Commission to Investigate
British Gas.

The result of this
investigation, announced in
October, was a condemnation
of British Gas for charging
industrial customers high and
discriminatory prices.

Forgemasters also fought an
unsuccessful campaign last
year to install Sir Ian
MacGregor, former chairman
of British Coal, as a director of

British Gas defending
industrial customer interests.

Mr Phillip Wright, managing
director of Sheffield
Forgemasters, said yesterday
that a writ against British Gas

had been prepared and would
most probably be served this

week unless an amicable
agreement was reached in the

coming days.

British Gas responded by
saying it believed the writ had
no “legal foundation
whatsoever and It seems to us
to be merely a publicity
gimmick.”
Forgemasters is also

claiming damages from British

Gas for overcharging since the
beginning of 1986. The sum
involved is believed to be
about £Sm.

Remand centre

plans criticised
PRIVATE remand centres
would be a distraction from the
problem of reducing the num-
ber of prisoners awaiting trial,

a probation officers' leader said

yesterday.
Responding to a green paper

on the subject, Mr Graham
Smith, chairman ^ the Associ-

ation of Chief Officers of Pro-

bation, said: “Private remand
centres would have very high
costs. They would be totally

contrary to existing policy
as they would encourage
growth in an area which the
Government wants to
reduce.”

*
.

HE’S NOT IN
THE STATES.

BUT HE DOES
BUSINESS
THERE

EVERY DAY.

“lack?Nigel

”

“Hi Nigel”

“Did the board reach a conclusion
?”

“They’ve decided to launch the

issue, if the terms are right.”

“How do ours compare?”

“Very well. If you’re sure you can

take the full 300 million?”

“We’ve got a syndicate ready and
waiting.”

“In that case, let’s go.”

“We’ve got the deal?”

“You’ve got it.”

“Fantastic. Shall we sign in Paris?”

The rest of this conversation is

strictly business.

With AT&T and British Telecom
the lines of communication
between Britain and the States are

open for everyone.

If you want your business to

pick up, pick up the phone.

AfeT
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French finance and new leadership could ease a rough ride
Nonna Cohen looks at Alexanders, Laing and Cruickshank in a series on how Big Bang has affected securities houses

. leave

A LEXANDERS, Laing ^ Lloyd's Insurance mar' sector is suffering now, the Like many other UK stock- stocks, mostly the liquid alpha ^
and Cruickshank Hold- ket and reviewing the Hong logic of combining a discount brokers, ALCH embarked on stocks, up from about iau Bunker
ings has never had a Kong stock market following house with a fdit-edged market an ambitious expansion pro- before, Mr Powell said.A lexanders, Laing
and Cruickshank Hold-
ings has never had a

smooth ride since it was
Donned out of the desire of Mr
John Barkshire, then chairman
of Mercantile House, the mon-
ey-broking group, to build a
DS-style diversified financial
services company.
That was in 1985, when peo-

ple in the City used to speak of
financial supermarkets where
investors could “one-stop
shop” for all their financial
needs.
ALCH was formed by com-

bining and Cruickshank,
the stockbroker, with Alexan-
ders, a discount house. Oppen-
heixner, a New York invest-
ment firm which Mercantile
House already owned, added
an extra dimension to the
group. At the time of the Big
Bang reforms of the stock mar-
ket in October 1988, ALCH was
also designated one of 27 mar-
ket makers In UK government
bonds.
Only eight months after Big

Bang. Mercantile House was
acquired by British and Com-
monwealth, and broken up.

ALCH was sold to Credit Lyon-
nais, the French bank, which
was itself on the brink erf priva-

tisation at the time - though
plans have now been shelved.

A year after Big Bang came the

stock market crash, when
many firms learnt that offering

a broad range of products also

meant a broad range of ways to

lose money.
Meanwhile, ALCH’s core

business, stockbroking, is

in the Lloyd's Insurance mar-
ket and reviewing the Hong
Kong stock market following
the debacle daring the stock
market crash.

Mr Hay Davison has been
asked to conduct a review of
ALCH’s operations and make
recommendations an longterm

Ta« Hay Davison: conducting review

showing signs of undergoing a
shakeout. Last week Morgan
Grenfell pulled out of market
making in equities and ffllts,

firing 450 staff. This suggested

a laige market share - Mor-

gan Grenfell’s was larger than

ALCH’s - did not necessarily

ensure adequate profitability.

ALCH’s ability to hang on
may have more to do with its

ownership than its market
share or even its current level

of profitability. Morgan Gren-
fell had to answer to its share-
holders. Credit Lyonnais, by
contrast, is a government-
owned bank, and ALCH is eas-

ily subsumed into its balance

Under its new owner ALCH
Is struggling to find its footing.
Credit Lyonnais has brought In
as ^bah-man Mr Tan Hay Davi-
son, whose former tasks
include revising the practices

His appointment is said to
have provided a lift to a firm
demoralised by a series of mis-
haps including its relationship
with stockbroker Mr Anthony
Barnes, involved in the Guin-
ness affair, and an oat-of-court
payment to settle charges of
stock price manipulation in
Australia.

“He’s doing everything right
He's sitting on the trading
desk, he’s learning the busi-
ness,'' said one former partner.
Credit Lyonnais says it is

committed to all the activities

of ALCH. A top executive at

the bank’s Paris headquarters
said Credit Lyonnais wants to

be a worldwide investment
hanic to that end , owning
a stockbroker in the London
market is essential.

In spite of the intense com-
petition in the gilt-edged mar-
ket, Credit Lyonnais says it

will keep ALCH as a market
maker because it intends to be
a purveyor of government
bonds In all currencies. The
Kqnir ig aiw> a market waket- in

West German, Dutch and
French government bonds.

Credit Lyonnais argues that

the discount house operation, is

also part of its desire to be a
universal hank. Although the

sector is suffering now, the

logic of combining a discount

house with a gilt-edged market
maker is something that has
escaped neither the other UK
merchant banks nor the Bank
of England which has just pub-
lished guidelines for firms
wishing to go that route.

But Credit Lyonnais’
patience can only be finite.

After all, it paid a hefty £75m
for ALCH just months before
last year’s stock market crash.

Up to the end of September it

had not been profitable this

year.

M r Mark Powell, chief
executive of ALCH,
says Credit Lyonnais

hac gibiitirma 1 capital to

the firm in 1988, although be
declines to say how much.
Some former executives say

that injections of new capital

alone wifi, not ensure the firm’s
survivaL The main problem,
they say. is that in the scram-
ble to prepare for the Big Bang
and global capital markets, the
firm was never entirely sure
about what it wanted to be.

Mr Terry Smith, a banking
analyst who recently left Bar-

clays de Zoete Wedd, said:

“Before Big Bang, everyone
agreed you had to be either a
foil service firm really big in

everything or a niche player."

Unhappily, ALCH managed to

do neither.

One former executive said:

“There was a lemming-like
fhms» into tbi« industry and

we all thought we were Salo-

mon Brothers in the making."

Like many other UK stock-

brokers, ALCH embarked on
an ambitious expansion pro-

gramme into several sectors
that it simply had neither the
capital nor the expertise to par-

ticipate in. For instance, the
firm bought Castlefdrth Fund
Managers, the venture capital

group and planned a nation-

wide chain of estate agencies.

ALCH also appeared con-
fused about how to develop its

core stockbroking business.
Although It had a strong
research component, it was

‘There was a
lemming-like thrust;

and we all thought
we were Salomon
Brothers in

the making9

undecided about bow to use it
While it decided to pursue a
course as an agency broker, it

concentrated its market mak-
ing activities in third-line
stocks - the category of share
that suffered the greatest
losses after Black Monday in
3987
Now, Mr Powell says, ALCH

has made up its mfad to be a
market maker, specialising in
alpha stocks of h^nk and build-

ing and construction firms -
sectors where the firm has
excelled in research. Since Big
Bang, ALCH has become a
market maker in nearly 300

'

stocks, mostly the liquid alpha

stocks, up from about ISO

before, Mr Powell said.

One of the linn's most suc-

cessful components, the pri-

vate client business, was
undone by the inability of its

ffrisHnig computer systems to

settle all the trades the unit

was able to book.
Mr Powell concedes that the

ffrrn had settlement problems,

but says it was far from buried

by the backlog. Since the firm

began to clear its backlog of

unsettled trades in the autumn
of 1387. steps have been taken

to cure its systems problems.

The firm, has hired addi-

tional staff, improved its

systems capacity and shifted

the type of business it handles.

For instance, it no longer acts

for some clearing banks.
But improving the technical

side of the business is clearly

only one ingredient in restor-

ing its fortunes. It has been
hard hit by the loss of a suc-

cessful team in the investment
trust sector led by Mr Garth
Mitnp. who formed a joint ven-

ture with S. G. Warburg. Very
recently, it lost its bank stocks

analyst, Mr John Tyce.
But it remains uncertain

whether the combination of Mr
Hay Davison’s reputation and
Credit Lyonnais's capital can
whip the firm back into
shape.
Previous articles in this

series: Shearson, Tuesday
November 8; Lloyds Bank, Mon-
day November 14; BZW, Mon-
day November 21; QuUter Good-
ison, Monday November 28

Ban on food irradiation 1131 Samuel i Halifax under pressure to introduce cheque accounts
‘should remain in place9

By Christopher Parfcea, Consumer industries Editor

BRITAIN’S ban on the use of
Irradiation to preserve food
should remain in place until a
test has been perfected which
can detect whether food has
been treated, the Consumers’
Association said last night

It also called for more infor-

mation on the effects of X-ray
or gamma ray treatment “We
do not, for instance, yet know
what effect irradiation would
have on pesticide residues in
vegetables,” Ms Anna Bradley,
the association’s food special-

ist said.

She was also concerned
about the possible dietary

impact It was known that irra-

diation leanhud vitamins out of

food. If potatoes were irradi-

ated, for example, the loss of
vitamin C might have a signifi-

cant effect because of the
importance of potatoes in some
people’s diets.

An advisory committee
claimed in 1986 that irradiation
was a usefiil and harmless way
to preserve food, but the pro-
cess has yet to be approved.
Last month Lord Cockfield, a

British member of the Euro-
pean Commission in Brussels,
proposed that Community
restrictions be lifted by 1992.

recruits two
executives
HILL SAMUEL, the merchant
bank, is strengthening its cor-

porate finance aide with the
recruitment of two executives,

Mr Tom Wyatt, previously
with EQeinwort Benson Securi-

ties, and Mr Johnny Reed, from
rival merchant banker
J. Henry Schroder Wagg.
Mr Bay Green, head of Hill

Samuel's corporate finance
division, said Mr Wyatt, 39,

whose bad^round is in securi-

ties analysis of the retail sec-

tor, would form a unit dealing
with the retail industry.

Ah' Reed, 36, wifi become an
associate director in the gen-
eral corporate finance team.

By David Barchard

MARKET PRESSURES are
growing on Halifax, the largest

UK building society, to follow
Abbey National and Nation-
wide Anglia by offering cus-
tomers a cheque-book current
account
Mr Jim Hurgatroyd, assis-

tant general manager, yester-

day confirmed that the Halifax

was carrying out research on
cheque-book current account
services, but said no decision
had been taken on whether to
go ahead.

Halifax's market strategy
has until now been based on
the assumption that electronic

payment through plastic cards
will replace paper-based money

transmission for most purposes
in the relatively near future.

However, progress in setting
up electronic fond transfer
systems and the introduction

of debit cards, enabling pay-
ments to be made from a cur-

rent account without cheques,
has been slower than expected.
Although Halifax has a lim-

ited cheque-book service dating
back to the 1920s when it

acquired a hank it has until

now been deterred by the
likely costs of setting up a
widely available cheque-book
service. Instead, it has offered
customers sophisticated cash
machine services enabling
them to make most payments

by using a plastic card.

The Halifax has nearly 3.5m
customers using its cashcard
current account system, but in

the building society industry it

is believed that it has lost

some customers to Nationwide
Anglia and Abbey National
since they began operating
cheque-book accounts.

“Lloyds Bank’s decision to

pay interest on current
accounts has given a new twist

to the market," Mr Murgatroyd
said yesterday. “It means a
major shift in the market is

taking place and we have to

keep our options open and be
able to move into the cheque
market ourselves if we so

chose.”
• Woolwich, the fourth larg-

est UK building society, made
pre-tax profits of £11

1

.6m in the
finanriai year ending in Sep-
tember 1988, compared with
£93J.m in 1987. The society’s

reserves grew from £S9lm to

£6l6m, while total assets rose
from £9J26bn in 1987 to £l3.4bn.

During the year, Woolwich
absorbed the Gateway building
society. The increase in assets
included £l9bn in funds trans-

ferred from Gateway. The soci-

ety’s mortgage lending busi-
ness grew rapidly, with the
total amount of loans advanced
reaching £3.4bn compared with
£2bn in 1987.

By Nick Bunker

MR ANTHONY Loehnis. one erf

the Bank of England’s most

senior officials, is expected to

leave the Bank next year for a

career elsewhere in the City of

London. „ , t
The Ffank declined to orna-

ment yesterday on his position

but close observers say he may
go to S. G- Warburg, the invest-

ment hanking group.

Mr Loehnis, 52. an executive

director of the Bank since 1981,

headed its overseas division.

Speculation about bis likely

successor centres on Mr
Andrew Crockett, who has a
key post with the International

Monkary Fund with responsi-

bility for its twice yearly World
Economic Outlook.
Mr Loehnis started his work-

ing fife with the Diplomatic
Service, before joining J. Henry
Schroder Wagg. the merchant
bank, in 1967. He was seconded
to the Bank of England in
1977-79, before joining its per-

manent staff

MCVl in private

client move
By Our Financial Staff

THE MIM Britannia
investment management group
has established a private client

stockbroking company. City
Merchants Investment Manage-
ment.

It is headed by Mr Bryan
Baughan, formerly in charge of

the private client side of stock-

brokers Hoare Govett
The new company is empha-

sising its City location because
provincial firms, which have
lower costs, have been making
inroads into the market

Correction

British Aerospace

OUR report on December 5
that British Aerospace gave
£50,000 to the Conservative
Party was incorrect It arose
from an error in an article pub-
lished by Labour Research
Department, which the inde-
pendent trade union organisa-

tion now rays should have
referred to British Airways.
BAe points out that its policy
is not to make any contribu-

tions for political purposes.
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Add it up.
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dedicatedworkforce, 5 majorcommercial ports, an
international airport and a unique flexible attitude

towards your individual business needs.

No wonderDu Pont, STC, HansonTrust, Hard,

Hyster, Michelin, Hoechst, United Tfechnologies,

GEC, iVrwa and Coca-Cola are already here.
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London Life to
hold second
merger meeting
By Nk* Bwyter

”
ot London Ufe. t±

ape** J»today dossed with the con
SKX* BOlicitor8. Herbei
Sn*iUi. Preparing document]

a second extraontinm

SrtfJWSSfiSs
A decision by the company

PTi^Sno10
«r
old £ secondEGM followed a Court Of

f®*?. °*L October 19. was
invalid. The October
approved the plan tratlraa
»wrred by scenes of uproar
wu«tt the venue proved too
sowfl to hold the 800 policy-
holders who turned up.
Counsel^ London Life wfll

appear In the Companies Court
today to start a petition for
approval for the merger, as
required under the 1382 insur-
ance Companies Act
However Bar Andrew Wake-

ling, deputy managing direc-
tor, said counsel would ask the
judge to adjourn hearing of the
petition until after the second
EGM, to be hdd on January 27.
The company wffl still face

protests in court from dissident
policyholders insisting it
ShOUld adopt StOCk Rn-Hanga
and Takeover Panel standards
Sot disclosure offinancial infor-
mation relating to the merger.
Mr Stephen Walkley, one eg

the dissidents, said he knew of
at least six policyholders who
would be in court to ask toe
judge to instruct London Life
to disclose details of its current
trading in particular.

If necessary, the tftwMuntu

Andrew WUMhc seeking
opinions of members
plan to ask the judge to throw
out the petition rather thaw
adjourn It One view among
the dissidents is that London
Life should close its life fond to
new business, to protect exist-
ing pohcyholders, but sell its
sales force and branch network
to AMP, giving AMP the foot-
hold it wants in UK life assur-
ance.

Friday's decision to ask for
an adjournment today repre-
sents a U-turn, from the com-
pany’s initial insistence aftw
the Court of Appeal ruling that
it could safety nave gone ahead
immediately with its petition
to the Companies Court.
Mr Wakeling ntrid yesterday:

"We have decided that the sim-
plest thing is to go to back to
tiie members."
London Lite’s board is keen

to avoid criticisms that it was
using legal technicalities to
force the merger through, pr
that the first meeting had been
a waste of time.

Jewellery sales

forecast to rise
By Maggfo Urry

JEWELLERY sales have
remained more buoyant while
many sectors at retailing are
coming under pressure^accord-
ing to a report by Verdict
Research, a retail research
company.

It believes that jewellery
saleswiQ have grown by 16 per
cent in 1988 to total £2L2bn and
forecasts that, in spite of the
Government’s attempts to
restrain consumer spending,
sales will rise by a double fig-

ure percentage again next
year.
The market has grown rap-

idly in the past tew years after

a difficult period in the early

1980s.

Verdict attributes much of
the increase to the change in
the marketing stance adopted

by the multiples, notably Rat-

ners. Jewellery has become an
affordable fashion item rather
than an investment, and the

frequency of visits to jewellery

shops has risen. •

Verdict estimates that, fol-

lowing the recent purchase at

Zaks, Ratners has20 per cent

of toe market, which «mmm
the deal may have only just
escaped a reference to the
Monopolies Commission.
However, apart from Rat-

ners, no other company has
more than 10 per cent of the
market Argos, owned by BAT
Industries, is the second larg-
est with SJB per cent. Verdict
believes.

Independents control two-
thirds at jewellery sales made
through specialist retailers, a
higher proportion than in any
other area of retailing except
newsagents. However, sales by
multiples are growing far more
quickly than Independents and
a further concentration seems
inevitable.

Verdict also believes the jew-
ellers’ dependence on Christ-
mas trade is declining,
although more than 21 per emit
at jewellery sales are made in
December compared with 1L6
per cent for retailers as a
whole.

Verdict an JetaeBers. Verdict
Research, 112 High Holbom,
London WC1V 6JS. £450l

THE BURBERKYS
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^0737768566

Funds must learn a song for Europe
Eric Short on the single-market challenge facing unit trust groups

Kleinwort

transfers

mortgage

business
By David Barchard

KLEINWORT BENSON, the
merchant bank. Is to

transfer administration of its

UK mortgage book to Skipton
Building Society. This te the
first time that a bank has
transferred its mortgage book
to a building society for
administration.
The deal reflects a growing

trend by building societies
away from traditional main-
stream mortgage business and
toto specialist boosing
operations.

Earlier this year 8ki]»ton set
iq» a subsidiary. Home Loan
Management, to administer
mortgages issued by other
lenders.

Skipton’s aim Is to offer new
entrants to the mortgage mar-
ket advanced mortgage pro-
cessing technology at a lower
cost than would be available

ter a hank or mortgage com-
pany processing mortgages on
its own.
Kleinwort Benson’s mort-

gage book Is about £906m and
expected to pass the £lbn
point early in the New Tear.
Kteinwart Benson already has
a Joint venture which funds
«nii administers mortgage for

several UK financial institu-

tions.

T HE SINGLE European
market, as ter as unit
trusts are concerned,

will come into effect not in
1992 but as early as next Octo-

ber.

This is the date when the EC
directive on undertakings for

collective investments hi trans-

ferable securities, known as
the UCZTS directive, comes
into operation. UK groups will

be able to market their trusts
In Europe, while European-
based funds will be available in
the UK.
There is a widespread feeling

that UK management groups
will be well placed to profit

from single market How-
ever, unit trust managers have
been warned that the prodnet
range of UK groups is not
broad enough to compete in
tiie new environment.
Mr Tom Veitcb, deputy

chairman of Wardley Invest-
ment Services International,
the wntt trust arm of the Hong-
kong and Shanghai Banking
Group, told a recent annual
Unit Trust Association confer-

ence in London that manage-
ment groups most not be com-
placent about the European
market.
Equity fund management is

still In an early stage of devel-

opment in a number of Euro-
pean countries and it has been
felt that UK groups will have
the edge over tbmr European
counterparts in product design,

marketing and depth of inter-

national fbnd management
capacity.

However, Mr Veitch said

that this was no guarantee fox

success, at least not without

some radical changes.
European investors are stQl

very wary of risks and bond
funds currently account for
about two-thirds of European
collective investments while
such funds make up a rela-

tively small port of UK unit
treat activities.

UK management groups are
not wen placed to offer bond
funds, not only because of this
relative lack of experience, but
because of an adverse tax sys-

tem.
UK unit trusts are subject to

corporation tax, borne by the
underlying fluids. Although
tins is of little consequence for
UK equity funds and not an
important feature for overseas
equity tends, it has a severe
iiwp^d on tends.
In contrast, in many Euro-

pean. countries the taxation of
collective investment vehicles
works on the “flow through”
principle ranter which the fnwrt

itself is not taxed, but the lia-

bilities are passed on to the
individual investor.

These two different systems
will pose a number of serious
complications for the European
investor bolding UK bond
funds, thereby reducing their

attractiveness.

Mr Veitch pointed out an
even more serious drawback to
UK unit trust management
groups considering selling In
Europe. The Europeans are
unfamiliar with the concept of
a trust and do not have trust
law in the Anglo-Saxon sense.
He said this feature could
cause various marketing prob-
lems.
The open-ended investment

company, under which the
number of issued shares is not
fixed but varies according to
investors’ demand and whose
price is based on the underly-
ing value of the assets, is now
the dominant form of collective
Investment vehicle in the
world.
Many offshore open-ended

investment funds are quoted
on the London Stock
Exchange. Their advantages
are fewer tax complications, as
is toe with trusts,

and more cost effectiveness,
since they do not require both
a manager and a trustee^
MrVeSch told delegates that

toe industry must campaign
for such vehicles to be accept-
able in the UK. He expressed
HiMppnfaitmmt that fha recent
Queen’s Speech had felled to
infinite open-ended investment
companies as an acceptable
savings method in the new
Companies BilL
Until UK management

groups have toe ability to
develop such products in this

country, they will be forced to

develop their European ambi-

tions outside the UK.
Currency is also a problem.

Until a common Community
currency is developed, almost

all investment products sold in
Europe will be denominated In
the home currency, Mr Veitch

said. He told the conference
that a sterling-denominated
unit trust paying corporation
tax was simply not an attrac-

tive vehicle for European
investors and would not com-
pete effectively with Luxem-
bourg, or even French or
Dutch products.
Mr Veitch also warned that

in the European marketplace
distribution was paramount
and highly affietent, with the
tenka dominant in thia ffeid

Good investment perfor-
mance would not create many
wiartcfHng nppnr^|piifos nrtil

tiie European investor was bet-

ter educated on the subject
There were restrictions on

advertising, with most Euro-
pean countries only allowing
corporate advertisements for
the management group and not
specific advertising of invest-
ment products.
Mr Veitch also said that

most Europeans believed that
fiwawrfai transactions should
only occur in a place of busi-
ness - a custom that loads the 1

dice in favour of banks and
against the UK style of inter-

mediary galling.

Building

activity

continues

to slow
By Jowl Ktoazo

CONSTRUCTION activity
continued to slow in tiie third
quarter of this year, according
to Department of Environment
figures.

Provisional figures show
total output, including repair

and maintenance, unchanged
compared with the second
quarter, yet 6 per cent higher
than in the same 1987 period.

Private house building in toe
third quarter of 1988 was 12 per
cent lower than in the previous
quarter, but 3 per cent higher

against tiie same 1987 period.
Construction in the pnblic

housing sector In the third
quarter was 9 per cent lower
than in the previous quarter
and 13 per cent lower than the
third quarter of 1987.

New construction in the pri-

vate Industrial sector was 1 per
cent lower than In the second
quarter but 8 per cent higher
than in the 1987 quarter.

However, new private com-
mercial budding was 6 per cent
higher than in the previous
quarter and 16 per cent higher
than in the third 1987 quarter,

while non-housing public sec-

tor building saw an increase of

3 per cent on the second quar-
ter and was 1 per cent higher
than in the same 1987 period.

What’s the most vital component

in onr £100 million Telex investment?

When £100 million is spent refining

something that’s already pretty good, you

can be sure itfs not being done on a whim.

And when that sum is just part of an

even larger investment in the future of the

'Telex network, there has to be an extremely

sound reason for it.

There is. Quite simply, we want to

provide you with an even better service.

A Telex has always been a reliable way

of getting written information anywhere in

the world. Swiftly and accurately.

But thanks to advancing technology,

it’ll soon be possible to get even more from

the system.

And that’s why British Telecom is cur-

rently putting Telex through the biggest

development programme it’s ever seen.

At the core of it are dedicated computer-

controlled digital Telex exchanges capable

of handling thousands of calls a minute,

where occasional faults can be identified

and rectified even fasterand more efficiently.

They’ll bring you all sorts of benefits.

Including the ability to forward calls

to another Telex number if your office is

unmanned for a
. while. And a facility to

send callers an automatic message if you’re

likely to be away for a longer period.

These new exchanges will provide the

British

—TELECOM

—

Ifsyou we answerto

technology m^ cal thrust to ensure

that the Telex system continues to be relied

and depended upon well into the next century.

But just because we’re putting such a

large amount of resource into improving

the Telex network, doesn’t mean we’ve

forgotten the reason for its existence. To

provide a system that gives yon exactly

what you need.

And that’s why we’d like you to fill in

the questionnaire above.

Because, while wtfre putting £100

million into Telex, we thought you might

be prepared to add a small investment of

your own. About two minutes of your time.
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Notice of Partial Redemption
to the holders of

Compagnie des Bauxites de Guinee
U.S. $30,000,000

8% Guaranteed Bonds Due 1990

NOTICE ISHEREBYGIVEN thacpursuant to Section 5.01 ofthe Indenture dated December 31.1972, theCompanywill redeem

U.S. $3,000,000 principal amount of the 8% Guaranteed Bonds due 1990 at 100% of the principal amount (the “Redemption

Price”) on December 31, 1988 (the “Sinking Fund Redemption Date”) when interest on the Bonds will cease to accrue.

Serial numbers ofthe Bonds called for the Sinking Fund Redemption are as follows:

APPOINTMENTS

1S6S5 1999S 20970 21776 22574
18810 19994 20972 21777 22680
18838 20030 20978 21779 22875
18840 20043 2QSS6 21787 22076
18841 20047 20992 21791 22579
18857 20048 21002 21792 22738
18862 20060 21009 21733 22748
18873 20081 21011 2179B 2Z7S2
18877 20066 21013 21799 22757
18879 £0073 21018 21802 22761
13382 20074 21022 21803 22732
18884 2CC75 21030 .21805 22767
18885 20081 21031 21807 22776
lease 20088 21043 21311 22780
18889 20095 27049 21812 22785
18893 20097 21050 21813 22791
13834 20098 21053 21900 2SC43
18655 20104 21087 21908 25062
18905 20115 21090 21907 25257
18910 20120 21091 21922 25261
18911 20121 21093 21923 2S262
18913 20122 21094 21930 2S265
13323 20124 21096 21933 25263
18932 20131 21118 21940 25272
18840 20132 21119 21942 25274
18943 20135 21126 21943 26280
16948 20145 21132 Si944 25281
18955 20150 21146 21947 25282
18956 20132 21134 21952 25294
18960 20157 21134 21959 25296
18981 201SB 21200 21961 25299
18964. 20189 2120220169 21202 21965 25311 28699

20174 21204 21966 25313 28706
20176 21218 21972 26318 28716
20162 21220 21974 25321 28721
20183 212S6 21976 K3» 28723
20184 21258 21982 25326 28729
20138 21259 21990 25331
20219 212SO 22000 25333 26732
20221 21255 22013 25336 28733
20222 21266 22015 25337 28737
20223 21268 £2018 25338 28739
20225 21274 22020 25340 20741
20425 21275 22021 25346 28746
20518 21282 22025 25353 26740
20524 21268 22030 25359 26750
20525 21288 22038 25371 26752
20526 21289 22038 2S376 28758
20530 21290 22039 25377 28761
20535 21298 22042 25380 28763
20544 21302 22044 25384 28768
20569 21307 22049 25385 28771
20572 21308 22055 25388 28773
20574 21309 22062 25388 28778
20585 21311 22068 25398 28779
20608 21314 22069 25399 28786
20614 21317 22093 25403 28794
20617 21320 22094 25405 28847
20619 21325 22102 25407 26850
20622 21339 22104 25456 28855
20826 21341 22114 25459 28871
20627 21342 22117 25462 28874
20628 21343 22121 25463 28884
20629 21344 22125 25470 28893
20634 21350 22132 25471 28904
20637 21353 22140 25472 28907
20640 21355 22141 25490 28922
20646 21356 22144 25491 28924
20650 21260 22146 25492 28327
20652 21363 22148 25503 28930
20853 21385 22152 25504 28932
20677 21371 22155 25507 28933
20680 21372 22272 25508 28934
20884 21373 22277 25511 28944
20685 21379 22278 25512 28347
20637 21386 OTfK 2S51S 28952
20693 21389 25517 28962
20696 21393 22294 25529 28364
20697 21394 22300 25530 283®
20696 213S8 22306 25531 28968
20706 21400 22310 25534 OCACQ

20708 21425 22316 25536 28973
20710 21432 22318 25537 28980

21433 22321 25541 28982
20721 21438 22330 25544 28SS8
20722 21437 22338 25546 28994
20726 21455 25547 28999
20727 21 459 22340 290C2
20728 21460 22355 25563 29003
20730 21462 22357 25565 29004
20731 2146S 22359 25566 29006
20734 21467 22362 25570 29007
20736 21471 22364 25571 29010
20745 21473 22371 25573 29013
20764 21478 22377 25574 29016
20765 -21480 22378 25579 29018
20788 21481 22389 25582 29019
20777 21484 22392 25583 2S206
20779 21501 22395 25589 29208
20780 21503 22397 -25592 29215
20784 21S09 22400 28087 29217
20788 21513 22401 26088 29218
20789 21518 22403 280$} 29221
20810 21520 22404 26091 29230
20814 21528 22405 26092 28240
20816 21529 22407 26095 29245
20827 21530 22410 26102 29300
20832 21532 22418 28105 29357
20834 21533 22421 26111
20835 21540 22423 26114 29373
20837 21543 22425 26118 29374
20838 21544 22426 28120 29375
20841 21545 22430 25122 29376
20842 21643 22435 26125 29385
20943 21644 22438 28126 23391
20844 21647 22446 26127 29392
20851 21649 22453 28128 29398
20853 21654 22454 26129 29401
20855 21655 22459 26135 29407
20859 21656 22462 26146 29422
20682 21661 22472 26150 29433
20867 21868 22473 26160 29434
20873 21671 22475 26172 29441
20875 21673 22478 28175 29446
20882 21874 22481 26178 29448
20892 21675 22482 26180 29450
20902 21685 22493 26163 29456
20904 21887 ifW 26186 29457
20824 21688 26188 29562
20927 21699 22514 28230
20935 21702 22516 26231 AOCAfl

20336 21704 22517 26236 29580
20941 21705 22518 2S246 29582
20942 21712 22622 26256 29583
20943 2T1710 22524 26258 29587
20951 21721 22528 26259 29590
20956 21731 22538 28260 29593
20958 21737 22547 26262 29597
20962 21741 22550 26265 29731
20966 21743 22562 26267
20967 21744 22568 26272
20968 21764 22569 28276
20969 21771 22572 26235

Repaymentof the principal amount will be paid to Bondholders on December 30,1988, against presentationofthebonds with
all coupons appertaining thereto after the date fixed for redemption, at the offices of any one of the following paying agents, 1)
The Corporate Trust Office ofBankers Trust Company in the Borough ofManhattan, New York, 2) Bankers Trust Company, in
London, 3) Bankers Trust Company, in Paris, 4) Banque Generate du Luxembourg, in Luxembourg, 5) Swiss Bank Corporation,
in Basle, 6) Banque Indosuez Belgique, in Brussels, 7) Deutsche Unioribank in Frankfurt/Main, 8) Banca Commerciale Italians

in Milan and 9) Amscerdam-Rotterdam Batik, in Amsterdam.
Accrued Interest due on December 31, 1988 will be made in the normal manner against presentation ofCoupon No. 16, on

December 30, 1988.

QBankersTrust
Company, London

30th November, 1988

Agent Bank

By Order ofThe Trustee in a Bankruptcy in compliance with the terms of a Court Judgement

PUBLIC AUCTION NOTICE
VAST OUTSTANDING STOCK AUTHENTIC GENUINE ALL HANDMADE

PERSIANRUGS & CARPETS
and other exceptional *nd unique Eastern Capets, Rugs sod BlUffleiS, sad Silk Masterpiece Rugs of mqfer importancemd

value, mdadbg magnificent examples fiera Isfahan. Nan, Quoom. Srintgar. AnatoUa. Afghanistan, Chixn etc.

in sacs ho»7 *1' » exna Eugo.

FoUwing issuance ofwrit and subsequent Court Judgement ftH remaning merctoancfim now entered

to be disposed ofPIECE BY PIECE

SHORT NOTICE PUBLIC AUCTION
TUESDAY, 13th DECEMBERAT 12,30 pm.

Transferred from security warehouse for convenience ofauction tec

THE CHARTERED INSURANCE INSTITUTE
20 Aldermanbury, London E.C.2.
Terms: Cash. Certified Cheques, Mfcgor Credit Cards

INSPECTION ONE HOUR PRIORTO AUCTION
Trustee’s agent BICKENSTAFF& KNOWLES, 6, The Arcade; Thnrioe Street. London SW7 2NA.

Telephone 01-589 797L

New chairman

at Bine Circle
Mr David Poole, group

managing director of BLUE
CIRCLE INDUSTRIES, will

assume the additional role of

chairman following the
retirement of Sir John Milne
at the annual meeting in June.

Mr Poole was appointed
managing director of Blue
Circle Industries in June last

year, having been joint
managing director since July
1 1986.

POLLY PECK
INTERNATIONAL has
appointed Mr John Clayton
as bead of legal affairs. He was
previously with Fisons and
GKN.

Hr Ron Hadnam. formerly
group purchasing director of
Perkins Engines Co, has joined
TRIPLEX LLOYD as an
associate director.

Hr Charles Perry, formerly
a director of Kleinwort
Grieveson Divestment
Management, has been
appointed a director of
WILLIAMS DE BROB’s
investment management
division.

Mr Gerard Howell has been
maria managing director of
HAWKER STDDELEYs small
diesel manufacturer.
Listsr-Petter. He was
previously managing director

of another Hawker Siddeley
subsidiary, Westinghouse
Signals.

Mr John Harris has joined
ELGAR PMT MACHINE
TOOLS, a subsidiary of Elliott

Industries Marketing (EIM).
He comes from Matrix
Churchill, where he was sales

director.

Mr David Atkinson has been
appointed managing director

of SPEEDO (EUROPE). He
succeeds Mr Ray Brooks who
has retired. Mr Atkinson was
chief executive of the National
Dairy CoundL

Mr AUT. Davis, formerly
group general manager of
Singapore Land, has become
a director of F & C PACIFIC
INVESTMENT TRUST.

Mr Osman Ahmed Suleiman
has been appointed a director
of ALBARAKA
INTERNATIONAL BANK
replacing Mr Baghat Khalil
who has resigned.

MICROGEN HOLDINGS has
made Mr Brian Shears its

finance director. He continues
as company secretary. Mr
Philip Tattersall is retiring

from the board, but will

continue as group consultant.

Mr Rob Laughton, a former
marketing manager at
DATACORP, has been
promoted to marketing
director.

LEVITT GROUP HOLDINGS
has made Mr Stuart Nesbitt
a director. He remains
managing director ofThe
Levitt Group (Financial
Services). Mr Stephen Hopkins
has also become a director.

He Will continue as managing
director ofThe Mortgage
Collection and a director of
The Levitt Group.

Mr David Young has been
appointed director and general
manager of the Vitavox
division of SECOMAK, the
Halma Group subsidiary.

Mr PJ. Golding has been
made a director ofBROWN
SHIPLEY INSURANCE
BROKERS.

The TALBEX GROUP has
appointed MrMLB. Swan as
deputy managing director of
its Osmond Aerosols
subsidiary. He continues to
be responsible for marketing,
sales and customer services.

MT R. Lewis has joined
BRITISH AEROSPACE
SIMULATION as marketing
director. He was managing
director of Educational
Computer Corporation (UK).

CARADON PLASTICS, a
division of Caradon, has
appointed Mr Tony Fuller,
formerly managing director
of CaradonL and P, as
business development director.
Succeeding Mr Fuller as
managing director at Caradon
L and P will be Mr Les
Mantra, who joins from

Free FT Hand Delivery Service

in Portugal
Subscribe and have your FT hand delivered every morning

if you work in the business centres of Lisboa and Porto.

0 Lisboa 887844

And ask Roberto Alves for details.
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dearplas, a Surer Group
company.

Mr Stephen Wheatauft has
joined AYNSLEY CHINA as
financial controller: He comes
from the National Nuclear
Corporation, where he was
senior project accountant

CHARTWELL LAND has
appointed Mr David Gregory
as a director of Cbartwell Land
Development and Mr Tim Ayre
as a director Of Cbartwell Land
Investments.

MrRon Phipps has become
managing director of JCR
INKSAND COATINGS. He
was commercial director at
Nabisco.

Mr Robin Etheridge has
been appointed group
non-marine underwriter
(strategic planning) of
ENGLISH & AMERICAN
GROUP.

The RUGBY GROUP is

making the following group
appointments on January 1.

Mr Peter Carr becomes deputy
chairman of John Carr; Mr
Richard M. Fawcett, group
managing director, and Mr
Stephen W. Bowbotham, group
manufacturing director.

RESPONSE GROUP, the
former clothing division of the

J. Crowther Group, has made
a number of senior
appointments. Mr David
Saddens, formerly chief
executive, Crowtbers Clothing,

nd managing director

designate of the J. Crowther
Group, becomes chairman and
chief executive. He was
previously chief executive of
Courtaulds Fabrics.

Mr Andrew Johnson,
formerly chief executive.
Crowthers Ladieswear,
becomes deputy chief

executive. He was previously

chief executive of Courtaulds
Fabrics subsidiary Derby Nyia.
Mr Richard Lee, a director

of several clothing companies
in the north of England, has
been appointed a non-executive

director.

Mr Terry Monks, formerly
finance director of the Giltspur

division of Unigate and group
treasurer of Lex Service, has
been made group finance
director.

Mr David Atkinson, a former
chief executive of the National
Dairy Council and managing
director of Green Giant Foods,
becomes chief executive of
Speedo, a wholly-owned
subsidiary of Reponse.
Mr Terry Fortes has been

appointed chief executive of
theWW Group, the company's
product sourcing and
importation subsidiary. He
was previously managing
director ofWW subsidiary
Exnbesoas.

ABBEY NATIONAL
BUILDING SOCIETY has
appointed Mr Gareth Jones
to the position of treasurer
and assistant general manager.
He will be joining the Society
on January 3. He was finance
director at First Mortgage
Securities.

BRITISH RAILWAYS
BOARD has made Mr Don -

Lord Barnett

to be chairman

of Dominion
International
« Lord Barnett, the Labour

peer who is deputy chairman

of DOMINION
INTERNATIONAL, 15 to

become non-executive

chairman of the financial ana

property services group, writes

Andrew Bill.

The current chairman, Mr
Max Lewinsohn, will be

executive deputy chairman,

concentrating on the future

strategy and direction of the

group, and the company
intends to appoint a chief

executive who will be

responsible for day to day
operations.
Mr Lewinsohn said

Dominion, which last week
announced a 37 per cent

increase In Interim pre-tax

profits, had "come of age". The
board bad felt a distinguished

statesman such as Lord
Barnett could serve the group
better In the chairman’s role,

he added.

Heath director, projects, to

oversee the bulk of its £4bn
investment programme over

the next five years. He
succeeds Dr Bernard NieU,
who is retiring.

m NORTH BRITISH
MARITIME GROUP, a
subsidiary of Howard Smith,
has appointed Mr David Webb
to take over as chief executive

in the New Year when the the
present chief executive. DrKen
Moss, returns to Australia to

become general manager
corporate operations at
Howard Smith. Mr Webb is

Howard Smith’s general
manager, Industrial.

PACOL has promoted Mr
Lyle Aitkenand Mr Kevin
Jennings to joint managing
directors. Mr Charlie
Stapleton, Mr Cliff Sharpener
and Mr Ken Walker are
retiring.

Mr Roger Pincham has been
appointed an associate director

of GERRARD VIVIAN GRAY.
His responsibilities will be
handling a wide range of
private clients accounts and
developing GVCS private

client management team. Since
1976 be has acted as consultant

to P & D’s private client

department which has allowed
him to pursue his political

interests.

Mr Keith Stanger, presently

in charge of LLOYDS BANK’S
strategic planning, has become
general manager, corporate

banking and treasury. He will

be replaced by Mr Iain Cheyne,
general manager, corporate •

communications division.

Mr Richard Urbach has
joined SANWA
INTERNATIONAL as a deputy
managing director in charge
of a new department ..

specialising in deriviative

product trading. He joins from
a similar position at UBS.

SAUTER AUTOMATION
has promoted Mr Philip

Swindells to general manager.
He was appointed to the main
board in April 1987 as sales/

contracts director. He now
assumes overall responsibility

for the executive management
of the company.

PERSONAL
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May the light ofyour
shining compassion be
reflected by joy in your
hearts.

SISTER SUPERIOR

ST. JOSEPH'S HOSPICE
V-4 MARE ST-LONDON ES 4SA

COMPANY
NOTICES
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FACTORING

The Financial Times
proposes to publish

this survey on:

27th January 1989

For a full editorial

synopsis and
advertisement details,

please contact:

Tim Davis
on 01-248 8000 ext

4181

or write to him at:

Bracken House
10 Cannon Street

London
EC4P4BY
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plan with a
democratic foundation
Vanessa Houlder examines the credo of ‘team effort in a classless company9

A shtead Group does not can*
form to the traditional ste-
reotype of a plant hire com-
pany-

mS 111 wt*ch haphazard
moustriai relations are as fc™nfgr as
excavators mid dumper frocks, Ash-

a distinctive credo:^»Mn effort m a classless company*.

po
8311 ®ffice is known as a sup*Pjrto^^the 29 depots are known as

P™fit centres. Regardless of rank, the
(aU 400 of whom are

Jtaff members), are given the
rights to pensions, holidays and

fife assurance.
^

salary cheques have
r3*«ced weekly rash-in-hand and a

each depot’s profits has
replaced overtime payments. This tor*
muJa has generated results. Since the
poficrs inauguration in 1984, Ashtead
nes Increased Its pre-tax profits fifly-
fo!d to £3.15m far the year to April 30.
in the same time, it has aIm rhangpw
from being a business tbat barely cov-
er^ its costs into one that lun
achieved trading margins of over 24
per cent.
The formula b»w also impressed thf?

depot managers. “It inspires people to
snow a lot more enthusiasm,'* says
Jack Cumming, the 51-year-old man-
ager of the Leatherhead site, in Sur-
rey. People do work harder as a
result,” agrees Andy Bonham, a 30-
yaar-old who heads the Aylesbury,
Buckinghamshire, depot. "They do
feel they have an influence on
things."

The Ashtead philosophy was forged
by Peter Lewis, chairman, and George
Burnett, group managing director
who, with hacking from Gartmore
Investment Management, bought Ash-
tead for a total of £458,000 in 1981
They run the business jointly from a
shared office at the Leatherhead head-
quarters.
Their vision of how to run the busi-

ness began to evolve when they were
attempting to haul -the plant hire
businesses of their previous employer
out of the recession of the early 1680s.

Having encountered similarly diffi-

cult trading conditions when they
bought Ashtead, they believed that
they needed a scheme that would
motivate barely profitable depots but
not penalise the most efficient opera-
tors. At the same time, they had to
improve the attitude and performance
of the employees In a way that would
make Ashtead stand out front its com-
petitors.

From the outset, the directors
believed that they had to reverse the
hierarchical pyramid. “At the bottom
is the guy who actually supports the
business," says Lewis. "The danger is

he does not know what he Is meant to
be doing.”
The solution, they reckoned, would

be to make each depot a profit centre
in its own right, plugging into ser-

vices such as finance, training and
marketing provided - at a charge -
by the head office.

And, to ensure that incentives and
an understanding of the businesses
extended throughout the company,
they instigated a profits scheme
linked to the performance of the indi-
vidual depot.
This scheme depends cm a combina-

tion. of two principles: improvement
in profits ana return on investment
over and above a certain threshold
level.

ft is, believes Burnett, a far better
measure of -performance than merely
reporting against profit targets or
overall corporate profits. "Whereas
the clever budgeter can give himself a
comfortable rids by under bndgetliK,
there is no subjective dement m this

scheme.” he says.

The scheme is put into action at
monthly meetings held at each depot
outside work hours. At these, the fig-

ures for items such as repairs, car-

riage and debts, together with Mmi*
effect on profits and the staff's profit

share, are transferred by the manager
from a computer printout onto a large
board.
This can prompt debate among the

14-odd employees per depot a man-
ager may, for example, have to justify

having bought some equipment or
there might be some ideas on how to
cut down certain costs.

At .this stage, the depot manager
allocates the putney available under
the scheme among the staff. He will

hold back 20 per cent for himself,
which normally wifi account for 22
per of his salary.
For the other staff, the profit share

may add a further 10-20 per cent to
their wages: so a fitter might get
between £U>0Q and £2,000 as a share
of profits, on top of his £11,000 base
salary for the year.
The board prefers, although this is

not mandatory, that this is distrib-

uted selectively. Allocations normally
take into account side leave and over-

time - although, the managers say,

the need for overtime has diminished

significantly since the days when it

was the sole source of extra cash for

employees.
This scheme was installed within a

couple of months of the manage-
ment's original acquisition of Ashtead
in 1984 and has been similarly imple-
mented in the depots bought in six
acquisitions since 1984. At the outsat,
the directors did encounter suspicions
about the scheme, not least because
the wiBfthanina of it are rtlfWnult fcO

understand first time round.
There were also some real practical

problems thrown up by the shift from
weekly pay packets to monthly salary
cheques. To ease the transition, Ash-
tead helped employees open bank
accounts and offered them interest
free loans to tide them over through
the first three months.
Unions had no role to play at this

or any other stage. There is no union
representation, chiefly because a busi-

ness with 29 locations does not lend
itself to unionisation, says Lewis.
Moreover, employee involvement of
this sort would be anathema to most
nnimvg he maintains.

Ashtead’s philosophy runs deeper
than the profit sharing scheme. It also
gives individual managers consider-
able autonomy on matters such as
pricing and buying new equipment.
“There is freedom to spend but there
are consequences,” explains Burnett
“We charge depredation, we charge
interest So if equipment isn't used, it

influences their own profit share next
month.”

In the same way, Ashtead has a
central price list but managers have
the freedom to discount it “Yon can-
not sit here in Leatherhead and say
what the price in Kilmarnock should
be," says Burnett
But although the depots are given a

free hand on these issues, the varia-

tions in the depots’ performance on
this and other indicators such as debt-

ors and profitability are highlighted

in monthly league tables, distributed

to all the depots. “There are other
ways of rewarding apart from
money,” says Burnett 4

All of which proved a perfectly
sound foundation for the company
while it was sufficiently small for the
directors to field queries and prob-
lems as they arose. But as Ashtead
increased in size through acquisitions,

Burnett and Lewis realised that they
needed an additional structure that
would help train and motivate new
managers.
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Peter Lewis (left) and George Burnett afl employees at each depot can
questions abom operating costs (hat can affect their share of profits

Accordingly, in the spring of last

year, a system of quarterly meetings
for groups of depot managers was
devised. These were designed as
opportunities for managers to swap
ideas, discuss problems and even cri-

ticise the directors - who are always
present at each session. At these
regional meetings the depot managers
elect one of their colleagues to act as
chairman far a year.

There is a presentation from each
depot manager (or divisional director

as they are called) followed by a
review of administrative procedures,
most popular products, prices and
marketing services. The chairman
asks one of the directors to relate his

biggest operational problem after
which there is an opportunity to raise

questions and criticisms.

“Our meetings get quite heated.”

observes Camming. “It is a gloves-off

thing ” Controversial subjects range
from the wisdom of spending £3,000

on advertising in yellow pages, to
whether poaching - when one depot
encroaches on another’s patch -

should be allowed. Ashtead’s general
policy is that nnanhing is fair gamp

,

given that some fault lies withtim
depot that let business slip away from
it.

There is also likely to be criticism
of the head office if, for example,
there was late delivery of invoices.
“They lean on us; we also lean on
them," notes Camming. “It goes back
to running a very open company.”

In discussing Ashtead's manage-
ment style, the theme of openness is

emphasised agam and again There is,

for example, no clocking-in system.
“It has no place to play in a business
where there is a strong element of
trust,” says Lewis. “If you take the
opposite view you build in a panoply
of controls and restrictions.”

In this and other matters, Ashtead
is a quintessentially 1980s company,
according to Lewis. “The political
direction of the country has created a
climate in which people want to share
in their company's prospects,” he
says. "We could not have done this
ten years ago.”

An outdated view
of globalisation
Christopher Lorenz examines a
misunderstanding of Japanese practice

E ver since the concept of
“globalisation”, in all its

confusing shades of

meaning, was catapulted onto

the executive agenda four
years ago, managers in multi-

national companies have suf-

fered a constant barrage of
advice from consultants, adver-
tising Bffnwiwi and the media.
Much of it. especially in

America, has told them to
emulate the Japanese by prod-
ucing standardised global prod-
ucts, and by shifting decision-
making power from their
far-flung autonomous subsid-
iaries to head office.

In most cases, this advice is

wrong, according to Christo-
pher Bartlett and Sumantra
Ghosnal, two business profes-
sors who have made a detailed
study of how multinationals
are. or should be, reorganising
themselves to meet the chal-
lenge of global competition.
The advice is not just formu-

la-like, imitative and therefore
inappropriate, but it is also
basal on a badly outdated view
of Japanese strategy and
organisation structure, they
complain in an article on
“organising for worldwide
effectiveness”, published in the
latest issue of California Man-
agement Review *

As western companies have
begun to understand the
daunting ability of the Japa-
nese to coordinate their world-
wide operations, the latter
have been moving in almost
the reverse direction.

The Japanese “are much
more sensitive to the flip side
of globalisation," suggest the
two academics, who teach at
Harvard and Insead business
schools, respectively. The Japa-
nese have been focusing on the
growing demand of host gov-
ernments for local invest-
ments, the emerging resistance
of consumers to standardised
global products, and the
arrival of manufacturing tech-

nologies which are making
small-scale production and tai-

lored products much more fea-

sible than in the past.

As a result, say Bartlett and
Ghoshal, some Japanese com-
panies are now organising
themselves to achieve global
coordination and national flex-

ibility simultaneously, central-

ising some activities and
decentralising others. Western
companies should do likewise.

each in its own way.
Among companies which are

already well on the way to ach-
ieving this knife-edge balanc-

ing act, which the arenjwmcs

call the development of “trans-
national" capabilities, they cite
Matsushita, the Japanese con-

sumer electronics giant, and
Ericsson, the Swedish telecom-
munications group.
Matsushita's managers

devote considerable effort to
building multiple linkages
between headquarters and
overseas subsidiaries, for
instance. This is in order to
avoid two common dangers:
that the people developing a
new product or strategy fail to

understand market needs
around the world, and that
those required to implement
that new initiative are not
committed to it.

“Rather than trying to limit

the number of linkages
between headquarters and sub-
sidiaries, or to focus them
through a single point, as
many companies do for the
sake of efficiency.” say Bartlett

and GhoshaL "Matsushita tries

to preserve the different per-

spectives, priorities, and even
prejudices of its diverse groups
worldwide”.
The organisational approach

which enables Ericsson to
retain local flexibility while
achieving global integration
was demonstrated clearly by
the way it developed its first

generation of “AXE” digital

electronic telephone
exchanges, suggest the aca-
demics. This was much more
effective than the approaches
taken by competitors.
Several key organisational

factors underpinned Ericsson's
success in standardising key
elements of the system’s
liaaign, while allowing for max-
imum local modifications,
according to Bartlett and
fttirrehal.

One was a long-standing pro-

cess of temporary job transfers
and joint task forces which
linked people in the company’s
various national subsidiaries
with each other and with head
office. Another was a more for-

mal system of inter-subsidiary
boards and other forums where
views could be resolved and
differences resolved.

*Foll 88. 350 Borrows Hall,

University of California, Berke-
ley. CA 94720, Tel 415-642-7159.
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OUR UNMATCHED
INTEGRITY

PROVIDES
UNPARALLELED
PROTECTION.

Tn this frifnrpgmarket, an element
endures that can neither be bought
nor soli Integrity.

It comes from a history ofhonor,
pride and purpose. It comes from
going beyond government trading

regulations to create stringent self-

imposed regulations to further

protect the customer. Witha com-
puterized audit trail that tracks

every trade to the second. And a
dealing corporation that assures

every trade is

everyday.
Through these turbulent times,

there remains an institution with
unmatched integrity. The Chicago
BoardofTrade. You can believe in fl.

• ChicagoBoardaTRade
Theexchange to believe in.

CATALYSTFDR(SOWTH

Gulf Investment Corporation was established by the six GCC
stares in 1984 to contribute to regional growth and development
by creating and assisting opportunities for profitable investment

An essential ingredient for success is stimulating the private

sector in expanding die Gulfs manufacturing, agricultural and
service industries. We fulfill our objectives by initiating sound and
commercially viable opportunities, and by establishing and
funding various industries joindy with local and other investors.

We also provide a wide range of investment and financial

services. These include: portfolio management, investing in

capital and money market instruments, foreign exchange and
deposit activities. In addition, we provide loans and arrange bond
and equity issues. We are active in providing financial advisory

services.

The potential for growth and profits in the Gulfis immense.We
are accelerating our efforts to lap these opportunities.

Gulf Investment Corporation is a source ofexpertise, resources
and knowledge-

w GULF INVESTMENTCORPORATION
The new shape of investment in the Gulf

• bbSL PO. Bck 3402, Sabi 1303*. Kuwait • Coudefijttm Banking Centre. Kuwait Real Estate Bank Building. Kuwait •

• Telephone: (9«) 243191 1 • Teles* <4tf) 44Q0Z/23146 C1CORP KT• Tefcfiat (9ft) 2-H8S94 • Cable* GiCORP*
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Lord Mackay’s review may bring more work
By AH. Hermann, Legal Correspondent

TF IS not so long ago that Mr
Robert Alexander, then chair-

man of the Bar, told the Law
Society: “Divided we stand,
united we fall”. For years the
Bar has been opposed, not only
to a fusion of the legal profes-

sion, but also to any new
rights of audience for solicitors

in the higher courts.

Similarly, the Law Society
has been fighting a rearguard
action against further inroads
in solicitors' conveyancing
business by banks and building
societies.

Attitudes seemed to have
changed radically in October
when Lord Mackay, the Lord
Chancellor, said that he
intended to reach decisions
about a thorough overhaul of
the legal profession before nest
summer's parliamentary
recess.

The announcement was wel-
comed by both branches of the
profession, though its conse-
quences are likely to be that it

will not remain divided for
very long and that the banks
and building societies will get

complete freedom of convey-
anfflng

The inevitability of
change,long admitted by indi-

vidual members of both
branches of the profession,
seems now to be recognised
also by their representatives.

Mrs Margaret Thatcher, the
Prime Minister, is reported to

have encouraged the Lord.

Chancellor, but the pressure
for change has come also from
within the profession. Young
barristers, unhappy about con-

ditions in overcrowded cham-
bers dominated by silks and
clerks, are moving into solid-

tors' offices.

The large City law firms
have nothing much to fear

from the loss of conveyancing
income, nor will they gain
much from better access to
courts. A substantial part of

‘A reduction of
costs and delays
should open the

vast reservoir

of clientele’

their business never touches
the courts and most of the rest
can be dealt with by judges in
chambers, without barristers.

They have highly qualified spe-

cialists among their partners
and a wealth of legal
know-how in opinions and
pleadings stored in their com-
puter memories.
The silent reform of City

lawyering was brought about
by the intemationaUsation of

the City. To be able to provide
the sort of service multination-

als and hawks obtain from US
lawyers, City solicitors had to
give up their traditionally cosy
existences and grow rapidly in
size and expertise. Frequent

association with other Euro-
pean Community lawyers Is

broadening their horizons.

The quaint ways of the Bar
- long-hand letters, unhelpful
clerks, the absence of secre-

taries, fox, telex and answer-

phones and barristers' insis-

tence on meetings taking place

in their chambers - make Brit-

ish lawyers unlikely partners

for their foreign counterparts

and clients, even though they

are now allowed to deal with

foreign clients directly, with-

out the intermediary of an
English solicitor.

In the provinces, large part-

nerships move with the times,

emulating the example of City

firms, bat the smaller partner-

ships, which still rely on con-

veyancing, probate, divorce
and gmaii crime, are probably
in for a shock. When the

reform proposals reach parlia-

ment in the second half of 1989
- some 200 years late - there

will be much shouting and
moaning

, but it is a reasonable

bet that Mrs Thatcher will win
this fiuai round against restric-

tive practices.

Ancient Indian wisdom
relates: “to be where you are

not, you must go the way on
which you are cot”. To work
according to old routines will

not do, not even in conveyanc-
ing.

Solicitors should pioneer
“honesty in conveyancing” as
defined by the Conveyancing

Standing Committee of the

Law Commission. They should
use more widely the software

now available for computerisa-

tion of the routine part of the

work. They ought to try to alle-

viate the consequences of long
chains and delayed contracts

by creative use of existing pos-

sibilities and by pioneering
new arrangements, possibly in

cooperation with building soci-

eties.

In other fields of legal work
a reduction of costs ami delays
should open the vast reservoir
of clientele which is not poor
enough to claim legal aid, nor
rich enough to pay its way
under present circumstances.
As soon as this happens,the

insufficient coverage of the
north of Britain will expose the
need for some migration of
solicitors. Also, the provinces
will need more solicitors able
to advise on business problems
- a field now dominated by
accountants.
There . are also untapped

opportunities for lawyers in
the area of administrative law.
This has experienced an explo-
sive growth since the introduc-
tion of Judicial Review under
Order 53 of the Rules of the
Supreme Court In 1977.

Eleven years later, the
awareness of the possibilities it

offers to the citizen aggrieved

by a public authority is only
sparse.
Few people realise that

almost all decisions made by
public bodies can be attacked

in courts and that "free”

advice can be obtained from a
High Court judge by applying

for leave. Completing a short

form and an affidavit will

prompt the judge to say
whether he thinks there is a
primafacie case.
Taking a longer view, law-

yers in private practice should

prepare for a rapid growth of

business from central and local

‘Lawyers in private

practice should
prepare for a rapid
growth of business
from government’
government - and not only in
the well-established fields of
taxation, customs and excise,

social security and planning.
There are so few lawyers In
civil anrf local gflvprntngnf ser-

vice that they will have to call

for advice and help from law-
yers in private practice famil-
iar with administrative law.
One hopes that the Govern-

ment’s legal business will
never reach the magnitude of
that in the litigation-mad
United States. The number of
lawyers in US Government
employment rose by 20 per
cent in the four years of the
Carter administration, and
somewhat slower, from 17.268
to 18,698, during toe eight Rea-

gan years. This total does not
include lawyers in uniform.
With these there are. as calcu-
lated by the National Law
Journal, 22,295 lawyers
deployed in 39 Federal agen-
cies.

The Department of Justice,

which represents the Federal
Government in courts, employs
some 54270 attorneys. More liti-

gation lawyers are employed
by the two agencies which can
go to court on their own: 650
by the Securities Exchange
Commission and 395 by the
Equal Employment Opportu-
nity Commission.
The greatest employer of

lawyers - probably world-wide
- is toe Pentagon. The Depart-
ment of Defence has 6,680, of
which 4,772 are In uniform.

Military courts and adjudica-
tions account for only a part of
this army of lawyers. Most
seem to be advising on defence
contracts - while still leaving
room for private practitioners.
Pentagon and Justice are fol-

lowed on the ladder by Trea-
sury with 1,885 staff lawyers.
The US Commission on Civil

Rights and the Farm Credit
Administration are at toe bot-

tom of the ladder, with 20 and
15 lawyers respectively.

Nothing on this scale is

likely to happen in toe UK, but
transatlantic experience sug-
gests that government lawyer-
ing may become a growth
industry.

COMPANYAND
COMMERCIAL
Unprecedented growth in comtner-

dal ana corporate activity has cre
^5 ^
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a huge demand for recently qualified

lawyers. We are currently recruiting on "

‘behalf of firms ranging in size from the
;
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small specialist ‘boutiques* to top 10 Gty :

*

firms.

Strong academic credentials, an
g|

informed and genuine interest in Gty M
affairs and a confident personality are

|g
required for positions working on a full W
range of domestic and international

|||
matters, including: Up

• Mergers and Acquisitions ££
• Issues and Listings

• MBO’s, LBOk B|
• Privatisations p
• JointVentures H
• Share Options and Incentive

Schemes &
For further details of specific

||
opportunities or for an informal,

||
confidential discussion on where a K
career in company/commercial work can .

:
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lead you, please contact Joe Reffly on ^
01-583 0073 (or 01-540 9340 outside rt.

office hours). ^
16-18NEWBRIDGE STREET,
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TTlBADENOCH &CLARK
RECRUITMENT SPECIALISTS

LEGAL APPOINTMENTS

Ambitious Legal Executives read on. .

.

We are looking for qualified legal executives to play a keyrole in the continuing development and

expansion of the property group ofour Private Client Department.

Applicants mustbe able to deal accurately and quicklywith large scale residential development

sales offlats and houses.

You willneed tobe hardworking, energetic and aide to form part ofanindustrious, yet friendly

team, dealing with residential, commercial and agricultural property.

We offer you a competitive salary and benefitspackage togetherwith full support, training and
career development opportunities.

Apply today to:

Gillian Smith

PersonnelManager

Norton Rose, Kempson House, Camomile Street, London EC3A 7AN

Hughes-Castell Ltd
LSndon and Hong Kong

Legal Recruitments* Executive Search Consultants 131
TAX SPECIALIST

Fast growing firm of lawyers has a requirement for a Tax Specialist with the

skill and experience to undertake a wide range of sophisticated corporate tax

problems, many involving international matters.

Post qualification experience in tax work is preferred by anyone wishing to

specialise in international tax should not be deterred from applying.

Excellent salary and prospects.

Contact Hughes-Castell in the first instance:-

Norton Rose
7 7 Bolt Court, Fleet Street, London EC4A 3DU. Telephone: 01-583 0232. Fax; 01-353 9848.

602 fori Town Building, 41 Lockhart Road, Hong Kong. Telephone: 5-201 168. fwa 5-8650925.

DEPUTY FINANCIAL CONTROLLER

ATTORNEY - U.S. MULTINATIONAL
Mgjor consumer products company with leading market position in
several European countries requires an attorney for its office in Belgium.

• with 3 to 4 years experience preferred;
• fluent English and French essential and a third European language
desirable.

Principal Job responsibilities will be centered in Belgium and France but
will encompass other European operations and will include:

• intellectual property protection but with a particular emphasis on
co-ordinating trademark activity

• marketing law including advertising standards and labelling
e competition law
• review of commercial and financial contracts

Please send handwritten application and full C.V. in English to newspaper
quoting reference Box A1067, Financial Times, 10 Cannon Street London EC4P 4BY

Legal

Appointments

appear every

Monday

WATSON, TABLET & WILLIAMS

£25 per single Column
Centimetre

for further information

contact

01 243 8000

Elizabeth Rowan
Ext 3456

Wendy Alexander

Ext 3526

Solicitors

Watson, Farley & Williams, City-based Solicitors involved with International

Financial and Commercial Law wish to recruit a Deputy Financial Controller.

Reporting to the Financial Controller the deputy will be responsible for the
day-to-day financial matters of an energetic and fast expanding practice, as
well as giving broad based assistance to the Controller. In addition the
successful candidate will liaise closely with the firm's offices in Greece and
Norway.
The job will include billing and associated audit control, maintenance of bank
accounts, resolution of and liaison over staff queries.

Prospects are excellent in view of the firm's ambitious long-term objectives.

The successful candidate will be given a fair degree of responsibility and will

work closely with the Partners and senior staff on financial matters.

Applications are invited from a qualified ACA/ACCA with some commercial
or legal experience.

Please write enclosing curriculum vitae to:
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HARKS. VltentlH BA Mb. Uato
MARTIN. Moved lobe BA HbLmdoo
NAHM. Jam DlaaeU Am BA Ub
MAWBEY, OrtfnHim LLBMb OtAbaoe Wtd
YoraWit
MCCAAROLL, Qbaett Aca LLB Ml, Ofcbaur
MCKINLEY. Job Aiken LLB Mr. hnten
UCLAREK. Jot* Stttur LLB Mr. Jarwrd,
NHnaBUMbeMja*
HUEAV. Ha*R laM
SoRdtaoTtbSyrcoioCartoHteoZttteal Hbliato
MESSEAGER, Baton Cal LLB Mr, Wet Drwoi,
NUUsb
MILLARD , denuded! Hate BA Mb St Albes.
MatiaiKhin
HONOa, LLB Mb toto
AM0RE. Umo* LLB Mr. unto
MORGAN, Stood Bond LLB Hr. KUIbucnv Oefort
M0TT. fcM*r LLB Mr, PdatomP. CatetoiMn
HOY, Ptor« Mr. CM*
KEILO. CMnteAm LLBMb OkBun. Lk
rCAUASNAN. EHtoettAm UB Mb. BbuC Ana
O'DONNELL eaoIlK Uar BrisW LLB Mb Co*.
Nml]Lull

MK. LOW BA MX PmM

PARKER, Qllto EnoMB BA Ub Loodw

PARSONS. Denk woto BA Hr, SanCbalM . tod

SHAWLEY. Dmtd MteBW Mr, looto
SIMPSON, Blokedi Hmdt UA Hb Pdfttenqt.

Caniii ldgetlre

SINCLAIR, Mooten Sun* LLB Hu Cr»ter. W® Sussex

SID. Bald Ow Vft* BA Mr. ftws Knog

SLATER. Hilary Jjne BA Hb lonto
.

SMITH. Xtoyn LLBb ftauerm, Sadk YortsUt

SMITH. Uio LLB Mn, Tutor. OMR
SQUIRES. Ala* Pul LLB Mr, UlltAfl Kiyob
BockManstO-
STAFFORD, AMkov Gaud BA Mr. Tbnu nab
Sumr
STEVENS. VWric Dlatelk UB Mb Ebtoanc. am.

Sna
STROUD. A*Ul Pod U* Hr. PkWBtt. Iteto

STVDDERT-KENNEDY, OnH AntkOft Hr, loon
SWEETUND. AatLLB Ht Late*
THOMAS. EUnmm Uavrtt LLB Hb LkU
TOMES JKardtK Alton UB Mb OW
1SAHG. KmhOM Mr. Bto toj
VEJA. RJfHV LLB Hr. Ldeesw
VOOdRCS, AdK* Am UB Mb Srockson

WALSH, WebIs Job BA Hr. S*sMb OrWol

WARD. Detank Jtejnt UB Mb, POtoatoXL W«fl

YaWdi*
WATKINS, Erie Ur.WMdUtUan
WATSON. Cad An L1JB Kb Ueds

WELLBEUWE SaoMka Blabto J8I C*«ft BA Mb
Unto
WHARTON. JoHar BA Us. Lonto
WHEELER, PaM Oi her LLB Hr, WOrteflm. Ckeskln .

WHITEHURST.SawKanUBMbBitsm. Notttejkia

mXlHSOH. ftnUAtet* UB Hr. Bttt. Ana
WOOD, Jotem M« Bi Mb Shetoae. Donee

WOODTHORPE. Jam Weftsb MA Hr. WaUbtoa.
Saner
WRAfiG. Gtoaar Unb BA in. MNdto. SartT

WYBAR. Sold ItoAb HUL Mr, btofc, EatSoAw,
WaodWdb Seriate

YOUK. dun Jin BA Mb Unfed. Suctoart

ZOTlAOes. Bon Geoqt HA Hr, into

William Bale
Watson, Farley & Williams,
Minories House
2-5 Minories
London EC3N 1BJ

BUSINESS/FINANCE/LAW
A Career Alternative

For individuals, excited about the idea of mating confereiices throughout Europe on trends and
developments in law, business and finance. Lawyers, MBAs and others with relevant experience considered.

Fluency in French and English an asseL

We are a major North American producer of conferences and we are intent on establishing a similar

presence is Europe operating out of Paris and/or London. We see our mandate as providing superior

continuing education programming to both the legal and business communities on important developments

In law. business and finance.

We offer an exciting career with significant job satisfaction in a dynamic growth environment for articulate

creative thinkers who keep abreast of current trends and developments.

Interviews will be conducted in Loudon on December IS and 16, 1988 and in Paris os December 17, IS, 19

and 2a

Resumes with salary expectations should be delivered or faxed to Hotel Brittania Intercontinental (FAX
44-1-6297756) in London or Le Orand Intercontinental Hotel (FAX 33-142-661251) in Paris. If too late,

call Mr Belman at either hotel and leave a message.

American Conference Institute
1329 Bay Street, Toronto, Ontario, Canada M5R 2C4

TEL: 1 -(4 16) 927-07 1 8 FAX: l-(4l 6) 927 106
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ARCHITECTURE

Bolton has the latest look
A tropical paradise alongside a giant supermarket mirrors

the trend in town centre planning, reports Colin Amery

•' £.'V vL

'

;

'•’• J

••
r.-. . VJ /w. •

.
>• ••

• w L*«- 1 . - vr

"

.
, .7 nr..

*

im
!*»$&"

:•/. ' vii .

. f.

m0- -

:
:

•« ’ » ^I

•
'

' A ?> •';
'

'
:'•>*?» V V >1

' Mil
•-•:jr.

•
• > ••

•

•• • •

v-. ;r
&:wm
'•:• v v

Saslda Reeves and Cruttwell

Smelling A Rat

rhe instructive way to
approach is to travel
the short distance from
Manchester by train. First

of an you have the pleasure of using
Manchester's Victoria Station, which
aHTl hug promising destinations listed

an its glass canopy: yon could be
hired to Harrogate, Blackpool and Bel-
gium. »nd there is a diagrammatic
map (circa 1901) on cosmic tiles that
maims Lancashire look Wk« an adven-
ture trail.

Yon also get a glimpse, between
deadly modern blocks, of Alfred
Waterhouse's soaring Town Hall
tower. At this time of the year this
Victorian masterpiece has to endure
kaleidoscopic Christmas fflnmmations
and the tower is being embraced,
E3ng-Kong style, by a giant mfintahUi
Rapta Clans

The industrial landscape between
Manchester and Bolton is a depress-
ing awe of wivtiiinwiwital AwIHkl
'Rzere are stfll smoking spoil heaps
and insensitively designed faMm-foa.

But when you arrive at Bolton there
are signs that tilings are changing.
The town last week celebrated 150
years of independent local govern-
ment and two schemes of urban
renewal also mark this anniversary.
They are worth examining since they
represent the building types currently
much favoured far innercity revitalir

HAMPSTEAD THEATRE

“Are yon going back to
Lanzarote, Mr Weasel?” The
question seems a reasonable
one, since Weasel has returned
from the volcanic resort of
black beaches only to find hf«
hgntthmflw at the council pest
control department, Mr Mag-
got, hiding in the fitted
cupboards of his pink bedroom
with his (Maggot's) wife while
his (Weasel's) son. Hock,
entertains a lisping girl-

friend, HelanieJane Beetles,
in the same roseate rendez-
vous.
Mike Leigh, having taken

time out to re-think and re-

charge his batteries, is back.
Nigel Andrews has already
hailed his new film. High
Hopes, on this page. It opens in
London next month. Smelling
A Rat is Leigh's first stage
work since Goose-Pimples
(1981) and if you enjoyed that
delirious concoction you will
not want to miss this one.

As usual, the finished prod-

uct arrives after an extended
period (12 weeks) of rehearsals

and improvisations. The mood
is one of a regulated farce, the
acting manner one of intense,

heightened naturalism among
characters of tenderly brutish
awfulness. Man has evolved
from a quadruped status,

explains Timothy Spall’s gro-

tesquely loquacious Vic Mag-
got, in order to stand up and
reach high kitchen units.

Something links here of the
end futility of our condition.
And underpinning the entire

scenario is a tragic rift

between Rex .Weasel (Erie

Allan) and his peculiarly tall,

gormless, loping, and trauma-
tised son (Greg Cruttwell).
Bock was always thrown out of

his bedroom wfaQe Dad's men
eh"****1 far rats. One day- he
found himself fully ejected.

Mum, whom we never see but

who might (according to

Vic) be a promiscuous
dypeomaniac, is stfll on Lanza-

rote. _ ,

•

Vic and Charmaine (Britt

Brennan) have popped in after

a party to check the rodent

reading. Rex has unpacked his

shirts and smallB with ferrety
Jerktness, creases and golf cap
firmly in place. He jumps in a
cupboard to overhear his col-

league. Long-haired Melanie-
Jane, nervously chewing a
mouth-fall of split-ends in Sas-
kia Reeves's revelatory perfor-
mance, . spots the bidet. “My
mummy wants a bidet. She's
agoraphobic.”
Unfashionably perhaps,

Leigh shows children living in
Oedipal terror of inva
parental territory. The electri-

cally tentative conversation of
Rode and Mebmi&Jane, broken
up with puerile perfume spray-
ing gamea and sudden pHwpIwb
of violent revulsion, tnw a dis-

turbing quality no writer could
possibly have composed at a
riesk.

Cruttwell’s morose moron
suffers mostly in sDence, shed-
ding swi looks an aban-
doned heron, hair quiffily
upstanding. His lines, when
they come, are devastating^
fanny. “I saw Keith Cbegwin
the other day in W H Smith’s”
is funny even if you have
never semi the egregious Cheg-
win on children's TV, show-
stopping if yon have.
All the performances are

poised on some brink of eith&
urgency or dismay, both in the
case of Spall's Maggot. This
white collar Falstaffian toad, a
cringing slob whose mock con-
ciliatory get-thee-behiod-me
gestures are delivered with a
braying adenoidal obbligato to

bis wife's inane tittering has a
job to protect, a boss to
impress, a past to bide, a talent

too abstruse.

His wards cascade in a spit-

tied shower of mixed-up prov-
erbs and outbursts linked with
an aD-pnrpose “Inasmuch as.”

On his to fight the cock-
roaches in Coliwdale, he even
bids “An revoir, in as much as
goodbye."
When the light fades I had

the unique and unnsnal sensa-
tion of really wanting to know
what might happen next A
great evening.

Michael Coveney

The Market Place is a mixture of
old — but refurbished — and new
retail premises and substantial multi-
storey car-parking. The Water Place is

(me of the newest breed of leisure and
swimming pools alongside a major
new supermarket and surface car
park. Leisure and consumption are
the motivating forces in town centre
development and throughout the
country they are producing a mixed
bag of new architecture.
The Market Place has come about

from a partnership between the local
authority, a private developer. Gres-
venor Developments Tiiwite^ and the

government, who have backed it with

an urban development grant The site,

on the fringes of the town centre, was
derelict and almost outside the magk*
circle of retail interest.

But it did have one prize asset a
Victorian Market Hall of the 1850s.

This is stone and classical on the exte-

rior and almost gotiilc inside, with
cast-iron tracery defining nave, aisles

and transepts. The architects far the
new development. Chapman Taylor
Partners (main designer Mr Nigel
Wobbler), have refurbished the mar-
ket and added two levels of new shop-
ping leading to a department store
and three levels of car parking.

It all adds up to a large block of
town and the architectural decision
was taken to make a positive and
strong contribution.

Bolton certainly has some powerful
buildings. The town hall, with its
giant portico mid French-looking cen-
tral tower, was designed by William
win in the 18608 and it is, on a wnaiiw
scale, almost as powerful as Leeds
town hall. 1 was fascinated by the
crescent of classical municipal offices

behind the town hall that were com-
pleted as recently as 1939. The archi-

tects Bradshaw, Gass and Hope
worked in riaamai tradition in a
spirited and original way.
There is a large crop of decent

churches, all with prominent spires or
towers. The late 18th-century St
George’s (now a craft centre) is a very
strong brick classical design and
there are some good nonconformist
chapels. 1 wonder what the founder
would have thought of the Wesleyan
cbapel becoming what it is today, the
“Wilton Casino” . .

.

Edwardian brick and stone banks
and union buildings in Bolton are all

florid and strong architecturally but
many are derelict or empty and much
of the edge of the town centre has
been given up to car parks.
The architect's problem at the Mar-

ket Place was how to squeeze the
world of Marks and Spencer, Tie-
Rack, Next and Debenhams plus 700

cars into a building that would not be

just another a lumpen commercial
excrescence. Somehow he has done it

and in the process made a powerful, if
puzzling, architectural statement.

Inspired by the richness of Victo-

rian and Edwardian Bolton, the new
centre is a series of elaborate towers
topped by cupolas that are clearly
influenced by the bell-shaped top of
the town-hall tower. The substantial

car park is concealed behind slate

roofs and green and red grilles that
resemble Oriental screens. The princi-

pal materials are brick and stone fol-

lowing the arcaded walls of the older
market building.

The scheme works best on St.

George's Street and Knowsley Street;

it is not so good on Bridge Street
where the concrete car park ramp is

only too visible and you are in the

wodd of the “dry riser inlet” and ser-

vice entrances.
Inside, the refurbished Victorian

market looks splendid. The new shop-
ping Tpafl ig tinkpd to it in spirit and.

in its way, achieves a sense of retail

theatre: the domed rotonda with its

mosaic floor and swooping escalators

has drama. R is not the architects*
fault that the standard retail mixture
in shop fitting and display scarcely

rises above a bland styleless unifor-

mity. In all the public malls there are
mouldings and marbling, a “Victo-

rian” fountain and Lutyens-style gar-

den benches - all effective attempts
to the surroundings.

Architecturally, particularly from
the outside, the new centre puzzles
me. Why does it look so Chinese? The
roof pitch, the red screens, the curi-

ous towers do not add up to any
known English tradition The scale is

palatial, the ambiance agreeable and
the total effect is original. 1 think we
have to remember that only a few
years ago it would all have been built
in concrete or riad in tiles nin» any
old Arndale centre. Today we have
elaboration, good materials and a new
richness. The style has a long way to
go before it is. an architectural lan-

The new Market Place in Bolton, Lancs, a ,
revolution, takes its inspiration from its VI
Hian neighbours.

mmb «nm
of the retail
and Edwar-

gnage: at the moment Bolton has the
latest look - only time will tell

whether it dates or matures.
The Water Place, designed by archi-

tects Faulkner Brown and Partners, is

the latest sort of leisure centre. All
over the country, even up in the Ork-
neys, palm trees are growing in new
heated leisure pools. At Bolton, a sim-
ple and elegant post-modern exterior

encloses warm lagoons, aquaslides.

tidal waves and gushing geysers.

This tropical paradise is alongside
Morrison’s giant supermarket. It is

hard to believe that you are in Bolton
and not on Bondi Beach. The new
inner city creates fantasy worlds
indoors that are exotic <md nostalgic.

Architects are forced to follow the
language of advertising and consumer
desire and one thing is Mwir — thy
customer loves it

rfi St. Francis
FESTIVAL HALL

Olivier Meagiaan, Iffca Elliott

Carter, turned 80 this weekend
and heroic efforts have been
matte an -tha Snnth Bant to
celebrate both of them in style.

A truly extraordinary effort on
Saturday — with a long list of
sponsors - secured the first

British performance of Mes-
siaen’s opera Saint Francois
d’Assae for the mam hall, fr

was distinctly more than just
*sennetaged,”'fbr the director,
Michael Rennison, and the
designer, Mark Wheeler, con-
trived to have it enacted upon
runways and platforms amid
and above Messiaen's gigantic
orchestra, backed by panels of
Umbrian landscape and the
Limdcm Philharmonic Choir.
Including two intervals it

lasted five magniloquent
boors, with only minimal signs
of flagging among thn princi-

pals, the choir or the LPO itself

and none at all from the keenly
committed conductor, young
Kent Nagano. Music aside, the
action is hardly strenuous: the
Saint meets a leper in Act 1, an
Angel and a lot of wildfowl In
Act 2 and death in Act 3, all

with accompanying medita-
tions. Though the musical
demands on the performers
(and tim audience) are strenu-

ous indeed, the only compro-
mise was to allow the Saint
and the Angel to deliver parts
of their long, fairly static roles

from their scores; the lesser

brethren and the leper sang
and leapt by heart.
Messiaen was 75 when he

completed the score and it is

almost as much a conspectus
of his utterly idiosyncratic
mature music as a new work.
Not only are there all the
familiar gestures, devices and
colours but whole passages
from earlier pieces are cited
and recycled. In the super-vivid

contrasts of the music lies all

the “drama”; there is nnng of
the ordinary kind, for which
Messiaen felt unequipped -
the form of the piece is hier-

atic, devotional, frieze-like. The
long-prepared arrival of the
qngniflhed leper (Kenneth Rte-

gel as usual brilliantly effec-

tive) wiaVffg a lively conclusion
for the first act and the last

relies upon massive orchestral
assault; the lengthy middle »<*t

the Sermon to the Birds, rec-

ommended itself as a natural
cUmax of Messiaenic effusion.
An ounce more mature

authority would have
enhanced David Wilaon-John-
8on’s Francis but he was elo-

quently tender throughout.
The Angel was Maria Oran,
pnigttd ^nd mdHfluous, and the
lesser brethren were cast from
strength: Nicholas Isherwood,
John Graham-Hall and Jean-
Phflfppe Courtis as the Saint's

closest disciples; Ragnar
Ulfung as the irascible one
who doesn't recognise an angel
when he meets it. It all

amounted, certainly, to an
Experience; and if Messiaen
has his Imitators, none of them
is likely to try to match this

David Murray

Schoenberg and
Brahms

Frans Briiggen

FESTIVAL HALL

Schoenberg's late Plano
Concerto, richly substantial,
fascinating, always eminently
worth hearing, formed the
first half of Friday's Royal
Philharmonic Orchestra con-
cert. It la a work with an
admitted autobiographical
“programme" - a cycle of
emotional pragress from «aiw>

to «fawm and into «w*«*tniWi»g

resolution - which the com-
poser bound together with
characteristic concentration
Into a single mqsical move-
lIHUlt,

It is a difficult work
to hring off in pprfnrmanrp

|

however, because of the ten-
sion that seems to exist
between the “popular" aspects
of the work and its harmonic
idiom; but in a carefully
prepared and unified perfor-
mance the peculiar blend
of astringency and serenity
can be brought off to
admiration, the tension tur-

ned to powerful dramatic

Unfortunately, Friday's per-
formance was clearly very far
from carefully prepared and
unified. The soloist, Emanuel
Ax, played with magnificent
clarity, purpose and intelli-

gence, bringing a command
and understanding of his role
that shone through in every
bar.

It was a different matter
with the RPO under Andrd

Previn: rhythms slack (the
fast triplets of the finale were
all over the place), phrasing
imfwfaifa, an air of uncommit-
ted read-through hanging
thick and heavy over the
proceedings. A Schoenberg
performance that is not a
convinced or convincing unity
will win the work and
its composer few new
friwuk-

In the second half
the orchestra was joined
by the Brighton Festival
Chorus (in somewhat lax,
uncertainly tuned form)
for the Brahms German
Requiem.

It was graced by an account
of the soprano solo, from
Arieen Anger, purer, cleaner
and more shiningiy beautiful

than any other I have ever
heard. Apart from that, there
was little to recommend
Previn's view of the
work. It lacks tension -
no dark straggles take
place in the first two
movements, no beneficent
relief follows thereafter - and

Nothing was controversial
or out of place (apart from
the chorus sopranos In their
high phrases). And, except for
the splendid Miss Anger, noth-
ing was in the least memora-
ble.

Max Loppert

ARTS GUIDE December 9-15

Boyal PMmannnnte Orchestra,
with ttw Brighton Festival Cfao-

ros, condcuted by Andre Previn.

Schoenberg, Brahm&Royti Fes-

tival Hall (Moo) (01-928-880Q).

London PtrUTumnonic Onanww,
conducted by Klans Tennstedt
Schoenberg. Mahler. Royal Festi-

val Hall (Toes) (01-9288800).

BBC Symphony Orchestra, con-

ducted by David Atherton. Mes-

rtn«i, BarMna. Westminster
Cathedral (Thors) (01-92&8800).

jgdda Moser recital, with Dalton

Royal Ccracertgebonw Orchestra
‘under Neeme Jarvi, with Boris
Berman (piano). Nordhehn. Pro-
kofiev, fGelsen. Cumaatgabocw
<F».
PaHin chamber Orchestra con-
ducted by Lucas Vis with Roger
Woodward (piano), Martin Kaay
and Renee Domen (guitars). Men-
delssohn, De Leetrw. Messiaen,
Mozart. Ccooertgabouw (Sat,
matinee).
B^fwitiim PWUmminiite mn-
ducted by Edo de Waaxt with
Nigel Kennedy (vioHnX Walton,
Holst. Conanigabonw (gat).

'

Netherlands Bach Orchestra,
conducted by Willem Wiesehahn
with flw Amsterdam Mfarf Rhntr
and soloists inBach's Christmas
Oratorio^ Concartgabouw (Sun,
matinee).
ffilpiMnCgSpniM ptonn naritnl

Concertgebotzw (Sun).
Royal Concertgebauw Orchestra,
Neeme Jarvi conducting, with

Gavean (Tub)

(tUUMg)

SliSSSlin). Beethoven^Dntil-

^/TdSSovaky- SafiePfeyel

(Wed, Thur) (45.63B8.73).

des Champs
(47^0^0-

Boris Berman (piano).

;

Prokofiev, Reger (Wed, Thnr).
Coocertgebouw (718 345).
jniHiani stringQuartet. Haydn,
Janacak, Beethoven. (M) Recital

H«B.
juiffiard String Quartet. Mozart,
Carter. Franc*. (Sat) Recital Hall.

Gabes' and Sober Pddna (piano)
with percussionists. Bartok,
Schubert, Gershwin, Bernstein.
Bears (Damrak) (Sat).

New Nethedamls String Quartet
Schubert. (Tue) Recital Hall
Wwtlierimidii Phtlhairnmite non-
ducted by Bryden Thomson and
Nobuko final (viola). Vaughan
WlHaims, Walton. Elgar.

Victor lAemun conductingthe
UtrechtConservatory String

Orchestra. Shostakovich. Gla-
zunov, Tchaikovsky. (Mon) Beats
(Damrak) (27M 66)

Uirscbt
David Ztoman conducts the
Rydte Philharmonic and Hate-
rich Setoff (cello). Stbettna, Schn-
wumn, BrrimML Vwvtenhprg
(Sat).
Radio Symphony Orchestra, con-
ducted by Jean Fournet with
the Broadcasting Choir and soio-

ists. Poulnec, Lee Six. Vreden-
burg (Son, matinee).
Amsterdam Bach Soloists Bach
(Brandenburg Concertos) Vie-
denbnzg (Son).

with pace
Schubert. Geshwin, Bernstein.
Vredenhnrg(Mop)-
YfinnH IteanMn ntmdnmng
the Netherlands Philharmonic,
with Dong-SukKang (viota).
Badinga. Dvorak, Mendlessohn,
Scluilwrt. Vredenbmg (Wed).
Geoffrey Douglas Madge (piano)

with the Schonberg QnarteL Beer
tboven. HtodemitK Franck
(Men). Vredenburg (31 45 44).

Eindhoven
Amsterdam Bach SoioMs. Bach
(Brandenburg Concertos) (Sat).

Globe (11 11 2ZX
The Bucharest Madrigal Choir.

Lassos, Palestrina, Monteverdi
POC Theatre (Toe).

The Mozartmn Piano Trio.

Eder. Mozart, Beethoven (Wed).
Wairririo fthfftl <wndncttTig hie

own convos&ians with the New
faisembte (Thar). POC Theatre
(513888).

Vienna
Wiener Bach soloists, conducted

byBmst Wedam. Dora Schwars-
bexg. (violin). Beethoven, Schob-
at Mustkverein. (Fri).

Wiener Symphonther, conducted
by Sandor Vegh, with firkdi Hob-
art, (vioBn). Haydn, Mozart. Kon-
aerthaus (Fri).

Boston Symphony Orchestra,
conducted by Seiji Ozawa. Mah-
ler. MnsUcvereto. (Sat, Son).
Haydn Trio. Mozart, Martin,
ManttalBailm gnmwrthlPR.
(Sun).
Montana: Kammerorchester.
conductor and soknst (vkdto),

Viktor Trejakow. Vivaldi. Bach,
Bartok. Mnsffcvereln (Mon).
Chamber Orchestra of Europe,
conducted by Yehudi MwwWn,
with Marieke BlanksteDn (vio-

hn), Andrea Lncchesmi, (pianoX
Schubert Kbnzerthaas (Toes).

Cameceta Acadanica, conducted
by Sandor Vegh, with Andras
firhtff (piano), tfeiiw Hofliger,

(oboe), Anrels Nlcolet, (flute).

Mozart Konzerthaos (Wed).
Aiidilnw' Wndte and TfilfiTriOS

Symphony Orchestra, conducted

by Tfaln7. HoOiger. Mozart. Kfln-
zerthaus (Thors).

B. Blacker. Phflbannome (Sun,
Mon).

Cheruhlni Quartet and Bdnardo
Trio Fontenay. Beethoven,
Brahms and Dvorak. Alte Oper
(Sat).

Femadez (guitar). Haydn, Bach
and Castelnuorvo-Tedesoo. Bsrico-
lessaal der ResSdenz (Sun).
Bwftni Symphony Orchestra
under Seqi Ozawa. Rossini. Moa-
art, Beethoven. Muncben, Berfco-
lessaal dm Rashtenz. (Mon).

Anryn Quartet Haydn, Wolfand
Beethoven. Auditorium in via
Della Concillazlane. (Fri).

Gonffllone Orchestra with vtolin-

ist Federico Agostini. Mozart
Oratorio del Ganfakme (Thor)
(687.5&S9.

lean Philippe CoHard piano
redtaL (Tues) Teatro Piccokx
(8890531).

Gershwin-Gala 8A Porgyand
Bess with the American Opera
Orchestra under Emmett Steele

with soloists Karen Parks, Emer*
son Green and Asaa Zlatkovs.

Ptiflharmonie (Toes. Wed).

Rwufcfurt
James Galway and pianist Philip

MoIL Dvorak, Feld, Back and
Prokofiev. Alte Ope (Son).

Berlin PhflhanBonic under Lorin
MaazeL Yun. German prmoiero

OfD. Glaaert, R. Strauss and

MflanHnmrt mndnrHlM ShOSta-

kovitch with soloist Antamn
Mcnescs, (piano). Kodaly and
Bartok. Teatro Marghertta (Sat,

and Son.) (S8B3J9)

Haw York
Mnslea Sacre directed by Kch-
ard Westanburg with counire
tenor Paul Ssswood and vocafists
m

B

rute Martin, Vinson Cole and
Jan Opalarh. Avery Fisher HaB,
Lincoln Cente (Bfon) (874 6770X
New York PldJharnKmic con-
ducted by Zubin Mehta, L^oo -

Fleisfaer (piano). Carter, Britten

HaveL Avery Fisher HaQ, lAncoto
Center (Tue) (799 9595).
Chamber Music at the Y.
directed by Jaime Larecto. Ros-
sini, Mozart, Villa-Lobos, Bee-
thoven. Kairfmann Hall. 1396
Lexington Av (Tue, Wed) (427
GOTO).
Prism Chamber Orchestra con-
ducted by Robert Black. Bee-
thoven. Stephen Jaffe, Stephen
Dwnbsld. BferUn Concert Hall
(Wed) (332 6719).
Anne-Soiriiie Mutter violin
redtaL Tartini, Beethoven,
Franck, RaveL Carnegie Had
(Wed) (247 7800k
New York PtiBhannanlc con-
ducted by Zubin Mehta. Mes-
siaen, Mozart Avery Fisher Han.
linccdn Center (Thur) (799 9595).

Chicago
Clarion Trio, Schub^t, Bee-
thoven, Kodaly, Dohnanyl
Orchestre Hall (Mon) (435 8128k
Chicago Symphony Orchestra
conducted by Gunther Herbig.
Siura Cherkassky (piano).

Haydn, Tchaikovsky, Brahms.
Orchestra HaUCTue) (435 8122k

Tokyo
A>da Virtuoso Japanese drum
troupe who perform both modem
and traditional pieces. Theatre
Apple (209 0222) Until December
1A
NHK Symphony Orchestra, coo-
ducted by Mar& Janowski.
Saint-Saens, Strauss. Smxtnry
Hall (Mem) (605 1010).

Stuttgarter Philharmonlker &
Phflharmonia Chor conducted
by Wolf-Dieter Hausdiild.

'

thoven. Sbowa Women’s Univer-
sity Hltomi Memorial Hall, near
Sai^enlaya (Thurs) (780 5400).

QUEEN ELIZABETH HALL

Memories of his Barbican
concert with the Orchestra of
the IBth Century are still won-
droualy vivid hut Frans Briig-

gen returned to London on Sat-

urday to conduct one of the
capitel’a own foremost period-
instrument Handa. The Orches-
tra of the Age of Enlighten-
ment's declared policy of tying
itself to no single conductor
continue to set it apart from its

rivals; the International roster
of musicians who have worked
with it this year Is distin-

guished and one which it’s to
be hoped will continue under
the orchestra’s new adminis-
tration.

Bruggen conducted Mozart’s
C minor Mass K.427 and the
Eroica Symphony. He has
recorded the Beethoven with
his own orchestra and there-
fore the revelations that his
interpretation brings are no
longer as amazing as they are
invigorating. Ultimately the
OAE lacks the polish of its

Dutch counterpart, the virtuo-

SIC panache tonal control
but the playing it produced
here was positive and bristling

with close Intelligence and
accomplishment- The buoyant
sweep of the first movement,
the thoroughly natural mould-
ing of the funeral march (never

allowed to dwell or drag) and
sheer physical address of the
scherzo and final variations
were the Eroica's pre-eminent
features but detail after detail

lodged in the memory too -
Bruggen’s languid platform
gestures disguise an astonish-
ing precision. The subtle inflec-

tions given to rhythms and the
adroit touching-in of instru-
mental colours reached their
greatest refinement in the last

movement and the OAE’s con-
centration showed no signs of
faltering at the end of a long
evening: the feeling of accumu-
lated energy exuberantly dis-

charged was overwhelming.
The C minor Mass Had been

equally inspiriting, though it

was in some respects a surpris-

ingly austere performance,
with an all-male chorus (the
Choir of New College, Oxford)
to lend bite and penetration.
The large set pieces were
exemplary in their lucidity —
the layers of “Qui tolhs” and
the fugal “Cum Sancto Spiritu”
thrillingly exact - and the
team at soloists, led by Diana
Montague and Lilian Watson
(unfailingly elegant at “EC
Incarnates”), was polished and
attentive.

Andrew Clements

La Transfiguration
WESTMINSTER CATHEDRAL
As part of the Messiaen 80th
birthday celebrations and the
BBC's Beriioz/Mesaiaen series,
Messiaen’s 90-minute choral-or-
chestral work La Transfigura-
tion de Notre-Seigneur Jisus-
Christ was performed by tim
BBC Symphony Orchestra,
Singers and Chorus under
David Atherton on Thursday
night. The setting of Westmin-
ster Cathedral could not have
been more appropriate to Mes-
siaen’s musical reverencing of
Catholic truths; and the com-
pletely full pews, faintly linger-
ing stnpn of incense, dimmed
fighting flral bwwp nf piganrii-

space already contributed to a
satisfactory religions impres-
sion before the religions mnsin

-started. The large number of
musicians was easily housed in
the chancel, over which the
giant baldachin immensely
loomed .

The work (written 1965-fl) is

an oratorio of a Highly ttturgl-

cal kind. Four passages of “gos-
pel narrative,” all from Mat-
thew 17, and describing
Christs transfiguration before
three of his disciples on a
sacred mountain, are each fol-

lowed by two meditations
drawing on other textual
sources, and the work's two
big parts, or “septenarfes,” axe

rounded off by chorales. A
great clamour of gongs, cym-
bals and tam-tam announces
the gospel narratives.

The meditations are elabo-

rate, and make use of Mes-
siaen's familiar vocabulary of

modal melody^ and over-egged

harmonies which, though often

meant by the composer to be
so specific as to express actual

colours, strike my ear as stulti-

fyingiy undifferentiated. Intwo
of the meditations Me<u»a*>q
allegedly paints the mountain
itself upon which the transfigu-
ration happens. Elsewhere he
sets a gristly chunk of Aqui-
nas. There is nothing surpris-

ing or new in the work - Mes-
siaen is as repetitive and true
to himself and as hard to
preach to the unconverted (in
this case myself) as Bruckner
- though a sombrous note, a
liturgical austerity seem to
have limited the composer’s
usual capacity for ecstatic
grandeur.
A limitation on grandeur

was also imposed by the perfoar-

mance itself Though the sing-
ears and players gave evidence
of struggling valiantly against
it, the cathedral acoustic neces-
sarily militated against them,
and muddled their best efforts.
The strings often sounded
recessed, the solo piano (Paul
Crossky) was reduced to a thin
clanginess, the solo cello
(Moray Welsh) to a morbid lyri-
cal throb. Even the instrumen-
tal birdsong concertino could
not flare up very strikingly.
The chorus, though accurate
and diligent, usually lacked a
bright edge, and, for purely
acoustic reasons, sometimes
sounded sluggish. At other
times, though, the voices
achieved One things: for
instance the women's sinuous
unison with the orchestral
wind in the penultimate move-
ment was deft and glowing
David Atherton conducted
with skiU, and the great struo.

intense interest

Paul Driver

i. • 1
-
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Propping up
the thrifts
THE PROBLEMS of the
American savings and loan
industry are not the most elo-

quent testimonial for the work-
ings of financial deregulation-

Some 500 of these institutions,
known as thrifts, are insolvent
The chief provider of deposit
insurance to the industry, the
Federal Savings and Loan
Insurance Corporation (FSLIC),
is bankrupt The task of wind-
ing up insolvent thrifts -
which could cost anything
from S50bn to SlOObn - has
constantly been deferred; yet it

becomes more urgent by the
day as the cumulative loss
mounts up.

Washington’s handling of

the issue will be watched with
some interest in Europe, where
the liberalisation of financial

markets is already under way.
What are the lessons for regu-

latory authorities both in and
out of the United States?

The biggest and most obvi-

ous lesson is mercifully irrele-

vant to most of the European
mortgage credit market; that
is, there could have been no
worse starting point for exten-

sive deregulation than the one
that the thrifts found them-
selves in at the start of the
decade. Inflation and the
removal of regulatory ceilings

on deposit interest had pushed,
up the cost of their liabilities

while the return on assets
remained fixed. So they were
granted powers to extend their

activities beyond the home
loans market just when the
erosion of their profits gave
them an incentive to seek more
risky business. At the same
time the industry's regulatory
apparatus was allowed to run
down while 100 per cent insur-

ance for retail deposits
remained in place.

Painless speculation
For the entrepreneurial busi-

nessman, running a thrift now
represents an opportunity for

painless speculation. In the
meantime the $100,000 ceiling

for deposit insurance has led to
the growth of a thriving bro-
kerage industry which pro-
vides large depositors with a
spread of deposit accounts in
order to multiply their insur-

ance cover. The more solvent
thrifts, meantime, are locked
into an insurance system that
requires them to pay for the
adventures of the corrupt and

the foolish. AH in all, a case of

moral hazard run riot

The immediate need is to
close those loss-making thrifts

that are borrowing to pay
interest and to end the costly

temporising, whereby FSLIC
gives open-ended commitments
to private sector rescuers in
exchange for inadequate injec-

tions of new capital. Realism
probably dictates that the cost
will simply be added to the fed-

eral government debt and
excluded from the Gramm-Rud-
man targets for the reduction
of the budget deficit Certainly

to alter the fiscal stance on the
basis of so much water under
the bridge would be foolish,

even if earlier profits from the
insurance scheme have been
counted as budget revenue.

Wholesale reform
But this raises the risk of

further moral hazard if govern-
ment bail-outs are seen not to

cost the taxpayer more than
the interest on the additional

federal debt It fallows that an
off-budget solution should be
accompanied by wholesale
reform of the deposit insurance
scheme. For a start, the
scheme should be run much
more on private sector lines.

Reducing the cover from 100

per cent to, say, 90 per cent
would be an obvious step,

while the practicalities of limit-

ing insurance cover to $100,000

for a single individual would
clearly be worth considering.
In the absence of any move to
assess the risk in thrifts on an
individual basis, which would
be difficult in such a huge
industry, more and better
supervision is essential. And as
Mr William Seldman, the
respected head of the Federal
Deposit Insurance Corporation
has suggested, allowing the
authorities to terminate the
insurance more rapidly would
be a powerful deterrent
These remedies are, how-

ever, appropriate to a pecu-
liarly American problem.
There is nothing here to alarm
Europeans as they move to a
single market in financial ser-

vices. The one regulatory point
that is relevant an both sides
of the Atlantic is that the dis-

tinction between savings insti-

tutions and commercial banks
is rendered thoroughly anach-
ronistic by deregulation. But
that particular nut may take
some time to crack.

House owners
cash in
THE boiling over of house
prices in the south-east of
England is becoming a dame
instance of the effective power
of markets. Fresh evidence of
this is to be found in a paper
published by Shearson Lehman
Hutton at the weekend. Its
authors, John Muellbauer and
Anthony Murphy, estimate
that something like 100,000
individuals, constituting
around 35,000 households, will
have moved out of the region
this year.

Departure
This is composed of an esti-

mated net departure from the
United Kingdom of some 30,000
people, plus a further 70,000,
net, who will have sold up in
the south and moved to the
Midlands or the North. The fig-

ure for net migration to the
rest of the United Kingdom is

"the highest since the Blitz".

The expectation is that the pro-
cess will continue at a high
level next year.

Estimates of this kind can
only be as accurate as their
assumptions are reasonable.
Muellbauer and Murphy first

analyse the patterns of
regional migration within the
UK and then go on to a model
of the forces determining
migration into and out of the
country.
The most important determi-

nant of internal migration is

the difference between the
(high) house-price/earnings
ratio in the south-east and the
same (lower) ratio in the rest

of the country. The 1987-88
average erf this differential has
now reached a peak. Not sur-

prisingly, houseowners started
cashing in and moving out in
1987, just as they had in the
early 1970s at the time of the
Barber house price boom. Most
of the regional emigrants are
presumed to be older people.

As employment is growing less
strongly in the south than else-

where, fewer young people are
moving in to take their place.

Since most immigrants to
the United Kingdom come to

the south-east, high prices are
reducing the inflow. At the
same time, it is assumed, some
of the British home-owners
who are realising their assets

and moving to retirement
homes are choosing cheaper

property in Spain, Portugal
and France. The potential
immigrants, mostly from the
EC, the old Commonwealth
and the US, are also influenced
by the relative growth in
wages, jobs and income per
head in their countries. The
dower growth (some would say
recession) in UK financial ser-
vices probably offsets the
advantage of the higher rate
tax cuts in the Budget
The authors acknowledge

that there is “one long overdue
favourable implication" of
these trends. The rest of
Britain will benefit as jobs as
well as households relocate
outside the south-east This is
the market economy working
at its best But they remain
concerned about the effect of
high house prices on wage
inflation. And to them, higher
net emigration implies a brain
and skills drain which, in view
of the UK's poor performance
in training and education, it

can ill-afford. They also calcu-
late, on assumptions that have
a less plausible feel about them
than the rest of their paper,
that emigration will result in a
net capital outflow that could
be as high as £4.6bn, or equiva-
lent to about a third of the
possible current account deficit
this year.

If the migration estimates
are broadly right, the benefi-

cial effects will surely out-
weigh the rest Overall house
price inflation in Britain is

largely a product of national

taxation policies; even without
the necessary chgngpa in taxa-

tion the market could not rise

for ever. The present interest

rate regime does seem to have
begun to put a lid on it
Meanwhile the south-east

continues to feel overcrowded.
Many of its inhabitants are
broadly antl-patfaetic to the
idea of much further building

in the region. If households,
employment and some of the

wealth now moves to other
parts of the country, all

regions should be better off.

Whatever the arguments for

greater Investment of taxpay-
er's money in improving the
infrastructure of the decaying
parts of the Midlands, the
North and the Strathclyde
region of Scotland, the foot is

that the market seems to be
doing quite well on its own.
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Opening a series to mark Ronald Reagan’s retirement, Stewart Fleming assesses his political legacy

awither is the extent to which fls*

casing of

Sfo Moscow will tocrease the pros-

rares to continue the reversal of ti»

coal Mr Reagan put at the top ofhta

political priorities - the

^trillion (million million) build-up m
the military budget _ •

The political stalemate over howto

tackle the deficits also means thatfoc

flexibility of govermnent to

to new needs, to reorder tis

and reallocate resources, has also

been seriously impaired.

There is widespread agreement

about what those priorities- ought to

be. The military dimension of

national security needs to be deom-

phasised and more attention paid, to

improving the nation's economic per-

formance, the foundation on which

national security is built. Partiodariy

in a world of rapid technological

change driven, in large measure, by

the private, not the military sector.

A nation facing an increasing

demand for highly skilled labour and.

partly for demographic reasons, a

growing difficulty in meeting this

demand, needs to invest in its work-

force and its children, to improve
their health and their literacy. That

will require not just efforts to

improve the quality or education,

which Mr Bush says he is dedicated

to, but a more vigorous attack on
poverty, not least because one in four

children is bom into a family below

the poverty line.

It "will also require action to address

the inadequate provision of basic

health care, which today means that

just a fifth of the labour force

has no health insurance even though

the US spends Car more, as a percent-

age of gross national product; on the

provision of medical services to those

who can afford it than any other

advanced industrial country.

As Mr William Hyland, editor of

Foreign Affairs, writes in the latest

edition of Foreign Policy magazine:
"Most policymakers now argue that It

is high time the United States looked
more to its internal problems and
shifted the burden of external secu-

rity on to others."
It has been Mr Reagan’s blindness

to many of the nation's interrelated

domestic economic and social prob-
lems, including worrying evidence of
a deterioration in race relations,
which may well turn out to be the

T
he most appropriate symbol
for the end of the Reagan era
is a question mark. For, as
the 77-year-old President pre-

pares to leave office, more than usual
uncertainty surrounds the durability

of many of his achievements, the lon-

ger term impact of the policies he has
pursued and even the political charac-

ter of the man widely portrayed as the

most conservative White House
incumbent of modem times.

Take, for example, the question
which, more than any other, helped to

ensure -that, in 1980, President Jimmy
Carter did not win a second term. Are
Americans better off today than they

were in 1980? The only answer which
one can give with any confidence
today is "Maybe".

In assessing his economic record,

Mr Reagan's supporters can point to

'six successive years of economic
growth, moderate inflation and a
resurgence of manufacturing indus-

try. But worrying long-term produc-

tivity trends have not improved sig-

nificantly, US economic imbalances
threaten the stability of the world
economy and Inhibit the flexibility of

fiscal and monetary policy at home.
What about Mr Reagan’s claim that

he has restored American prestige

around the world? Although Amer-
ica’s relative influence in the world is

diminishing, there have certainly
been important gains since the dark
days when it was made to look both
impotent and, through a botched res-

cue mission, incompetent, by Iranian

revolutionary hostage takers.

The transformation of US/Soviet
relations, for which Mr Reagan can
claim a share of the credit, and which
last week took on a historic dimen-
sion, looks increasingly like a solid

foundation for the future.

But the success scored by Mikhail
Gorbachev, the Soviet leader, in once
again dominating the world stage and
using Mr Reagan and Mr Bush - as
well as thp American mpdia anil the
New York skyline - as his support-
ing cast was a sharp reminder that it

is the Soviet President, not the Ameri-
can President, who has seized the ini-

tiative. This is true on a range of
issues covering not just arms control,
but also, for example, the environ-

mental challenge.
Galling as this must be to Mr Rea-

gan’s advisers who helped create his
"Teflon" non-stick presidency, they
must surely admire the political sfciii

the Soviet leader is displaying: For he
seems to be achieving his Important
propaganda victory at a time when, as
Mr Reagan delights to point out, com-
munism as an economic mechanism
and political philosophy is on the
defensive. It is a time, too, when the
Soviet Union has its back to the wall
trying to create a society and an econ-
omy which will function effectively in
today's high-technolpgy world.
At a more mundane level, even Mr

Reagan’s domestic political legacy is

in doubt. In the view of Mr Paol-
Weyrich, head of the Free Congress
Foundation and one of the most influ-‘

ential figures on the Republican right,

the conservative President has failed
to build an enduring conservative
Republican coalition for the future.

"His most enduring legacy has to be
in the federal judiciary" where about
half the judges now are "fairly conser-
vative” says Mr Weyrich.

Just how far short of his partisan
aspirations Mr Reagan has fallen was .

driven home a few weeks ago in the
elections. For the first time in the
post-war era a new President was
elected while his party lost seats in
both Houses of Congress.
"The Republican Party has only

achieved victories at the top," in spite

of the hundreds of minions of dollars
it has spent on elections over the past
decade, says Mr Weyrich. He main-
tains that, until it breaks through in

The bequests of a
popular President
Nevertheless, when Mr Reagan

leaves office on January 20 he will be
completing his term as the most popu-
lar President since Dwight Eisen-
hower and ending what by any stan-

dards must be judged a remarkable
political career.

"He is just as ample and just as
mysterious as our collective dreams
and memories,” wrote the historian.

Gary Wills, in one widely praised
interpretative biography which
sought to explain Mr Reagan's rela-

tionship with his countrymen.

Shot and almost killed in his first

months in office, he demonstrated a
fortitude which endeared him to the
nation. He demonstrated it again, per-

haps even more remarkably, in 1986

and 1987 when he first underwent
cancer surgery and then endured the

protracted political torture visited

upon his Administration by the zeal-

ots in it who traded arms for hostages
held by Iranian-backed terrorists.

The affection for a President whose
natural optimism has never deserted
him and the successes he has
recorded, even though some of them
may prove more ephemeral than his
supporters believe, have had an
important impact on the political cul-

ture of the country.
"Ronald Reagan came to Washing-

ton to bury government not to praise
it— He wound up presiding over a
resurgence of trust in the country’s
political institutions,” wrote the
authors of a report in Public Opinion
magazine in December 1987, summing
up what many still see as one of the
most important achievements of the
Reagan presidency.

It is an achievement which is easy
to underestimate, if viewed from too
short a perspective.

But go back to 1964, when public
opinion polls showed that 76 per cent

of the American people trusted their
Government in Washington to do
what was right most of the time. Then
chart the erosion of this confidence as
the national trauma of Vietnam, the
dvil rights riots, assassinations, infla-

tion and recession undermined the
- nation’s self-esteem, so that by 1980
this figure had fallen to only 25 per
cent. Then the recovery under Mr.
Reagan to well over 40 per cent in
1987 rises in significance, even though
it is still partial and vulnerable to
reverses.

‘This conservative

President has failed to

build an enduring
conservative Republican
coalition for the future’

What is striking too is, that as Mr
Norman Ornstien, a political analyst
at the American Enterprise Institute,

a Washington think tank, points out,

the power of Congress has also been
enhanced during the Reagan presi-

dency. By 1987 Mr Reagan had
become the first President in post-war
history to find himself losing more
legislative battles than he won.

Coalition Government between Cap-
itol Hill and the White House Is now,
after the 1988 election, firmly
entrenched, which will test to the lim-

its the political skills of President
Bush, his Secretary of State, James

, Baker, and his Director of the Office
of Management and Budget, Richard
Harman.
A positive sign, perhaps, is that,

paradoxically, Mr Reagan has had a
less far-reaching influence on the
intellectual climate of American poli-

tics thflu bis most Mpningimiiy inflex-

ible conservative supporters had

.hoped, while still forcing his liberal
opponents to think deeply about the
policies they support.

. He has erected one intractable
obstacle to the ambitions of his liberal

Democratic opponents - the federal

budget deficit, which is still running
at close to $200bn a year, if the wind-
fall revenue of the social security sur-

plus is discounted as it should be.

The persistent budget deficits, to

the extent that they reflect both Mr
Reagan’s and the Congress's refusal

to cut spending on social security pro-

grammes for the middle class, are tes-

timony to the President’s failure to
attempt to achieve his goal of disman-
tling the New Deal welfare state.

But, as Mr William Schneider, a
political analyst at the American
Enterprise Institute, has pointed out,
by resisting tax increases the Presi-

dent has "pulled the revenue plug” on
the Federal Government, forcing lib-

erals to rethink the role of govern-
ment in helping the poor and address
directly the question of how they
would fund increased social .pro-

grammes.
This mixed legacy is forcing conser-

vatives to think more deeply about
'how a society like America’s can be
persuaded to embrace policies which
are radical and untested. Mr Weyrich
says, for example, that in many ways
the budget deficits are also a barrier
to reforms conservatives favour
because it makes it difficult to finance
schemes such as voucher systems
aimed at increasing parental choice in
educating their children.
One question looming now is will

the deficits finally force the Govern-
ment in Washington to begin to
restructure generous middle class eco-
nomic and social programmes, so that
means and needs are more fairly bal-

anced?

most damaging part of his legacy. It

disturbs both right-wing conservative
Republicans, such as Mr Weyrich, as
well as left-wing Democrats like the
Reverend Jesse Jackson.
Apart from the moves to reduce the

tax burden of the poor in the tax
reform legislation passed in 1987 -
and credit Cor this initiative must be
shared by the Innovators on Capitol
Hill such as Senators Bill Bradley and
Representatives Jack Kemp and Rich-
ard Gephardt - Mr Reagan's record
on poverty, and dvil rights, seems
destined for early repudiation.

As he leaves the stage which he has
trodden with such panache, Mr Rea-
gan remains an enigma- He is. for
example, the cold war warrior whose
intuitive judgment about the charac-
ter of a new Soviet leader, Mikhail
Gorbachev, has enabled him to
embrace the head of the “evil
empire". He argues that the West
should help the process of reform in
the Soviet Union and look forward to
the possibility that the two nations
might one day work together in
friendship.

It is a journey which is characteris-
tic of a man who can one day declare,

as he did as Governor of California,
that his feet woe set in concrete in
opposition to a proposal and then, a
few days later, blithely appear before
tiie press to declare he had shifted his
stance and "the concrete cracked”.

Further articles will follow an the
economy and on foreign and defence
policy.

A prize for

Kidder, P
The Bank of England ought

to come clean and behave more
like the Bundesbank. It dresses
Us warnings in such English
understatements and reserva-
tions that not everyone is quite
sure what it means. If it had
been more forthright in public,
it might well have won
Observer’s competition for the
most accurate forecast of the
British balance of payments
deficit in 1988 hands down.

Here, for example, is a sub-
mission from CL-Alexanders
Laing & Crulckshank which
relies heavily on the accumu-
lated wisdom of the Old Lady.
It quotes a former Governor,
the now Lord O’Brien warning
of the balance erf payments
effects of "a step on the accel-
erator to stimulate home
demand at a time when the
economy was beginning to
expand on its own.”

O'Brien went on to say:
“Time and again the result
was, after a little time lag, an
overheating of the economy,
the development of demand
inflation and a balance of pay-
ments crisis. I hope that we
shall not risk another similar

episode.” That was in October
1970.

In October 1986 Robin Leigh-
Pemberton, the present Gover-
nor. warned: "Room does exist
for some rise in living stan-

dards, but we should not forget
past experience of too rapid
a rise in consumption all too
easily leading to growing trade
deficits”

AL&C, however, strained
the rules of the competition
by sending its - all too accu-
rate - premonitions about
1987 rather than 1988. So it

wins a mention, not a prize.

ProfessorA P Thirlwall of
the University of Kent wrote
to say that he had lost the back
of the envelope on which he
calculated a £15bn turn around
in the balance of the payments
for the worse in early 1987.

He was imprecise on the tim-

ing, but cities a letter he had
published in The Times on
February 14, 1987 as evidence

Observer

of his_
letter called for "more imagina-
tive solutions to Britain’s
perennial dflemma,” but did
not say what they should be.
The prize goes to an out-

Mttimlihg1 contribution Trimi
Kidder, Peabody & Co. Its fore-

cast was even better than that
of the International Currency
Review which sparked the
competition and was quoted
in last Monday's Observer col-

umn. The ICR suggested a cur-
rent account deficit "running
at perhaps £10bn-12bn per
annnm at the end Of this year
and still widening”.
The ICR. however, had the

advantage of having studied

Chancellor Lawson’s 1988 bud-
get on March 15, which may
have contributed to widening
tiie deficit. Kidder, Peabody,
in its EuroMazkets Prospects
dated March 11, wrote: "The
deficit for 1988 as a whole is

likely to have increased to
around £10bn or 2 lA per cent
of GDP."
There is perhaps some retro-

spective comfort for the Chan-
cellor in the Kidder, Peabody
analysis. It argued that the
balance of payments problem
began again with the apprecia-
tion of sterling and predicted
the rise in interest rates
needed to keep the currency
strong. It added incidentally:

"The policy of raising interest
rates to support an over-valued
currency is inevitably going
to fail." Still ifthe Chancellor
had been able to keep the
pound at around Dm3, as once
he wanted, some things might
have been different
Thus the modest prize of

a bottle of beautifully wrapped
bottle of malt whisky goes to
Chris Barclay of Kidder, Pea-
body. A similar prize wUl go
to anyone in the Bank of

England who can prove that
someone inside the fortress

did better than the teenage
scribblers. And a much bigger

"This is onr new boardroom
coup range."

prize remains for Nigel Lawson
u he can show that we are not

just going through a repetition

of the Mgnrfirng dash for

growth or the Barber boom.
He may get it

Lloyds miss
Another candidate for the

balance ofpayments deficit

prize discussed above was
Lloyds Bank, though it all

came about by accident Its

World Economic Outlook
1987-1991, published in April

this year, contained a table

of current account forecasts

for the main OECD countries.

TheUK figure for 1988 was
put at a deficit of$9Jfoo. 'The

Today Programme on BBC
Radio 4 was sufficiently excited

to start commenting on it In
one of those oversights that

can happen to anyone, it failed

to notice that the denomina-
tion was in dollars not sterling.

Lloyds Bank tried several

times to point this out hot
the BBC declined to broadcast
a correction. Eventually the
bank gave up as it realised that
the misquoted figure was more
right than its economists
thought at the time.

Big trip
The Western Mail is carrying

an advertisement for trips to
this season’s Scotland v Wales
rugby international in Edin-
burgh. It appears under the
category Holidays Abroad.

Funny farm
I listened to the omnibus

edition of The Archers yester-
day to find out what the good,
and indeed the bad, people of
Ambridge thought about the
great egg question. And, do
you know, there was hot a sin-

gle mention?
Everybody must be aware,

of course, that the sessions
are recorded several weeks
in advance, bat there must
be some scope for writing in
the odd topical reference and
even for purveying some useful
information. There «mnwt be
another family In the lawd that
did not discuss eggs some time
in the last few days.
One can come only to (me

of two conclusions: either the
Archers team is getting lazy,

or the new BBC is afraid of
anything too controversial.

There was another point
The Archers nowadays is full

of sex and incipient violence.
Not since the days of.the
young Nelson Gabriel has one
heard such heavy grunting.

A case sorely for Lord Rees-

oft^^^mtensor^^to
include radio. No use watching
the satellites when it is all hap-

pening down on the farm.

Achtung!
Notice an an electricity

installation by London's Can-

non Street station: “Trans-

former door to be kept locked

shot except when any person

is within.”

o
OMEGA

m
V\ :

OMEGA AUMK5 MARKS SIGNIFICANTMOMENTS.
IN THE OLYMPICS. IN THE SPACE PROGRAM.
IN SIGNIFICANT LIVES LIKE YOURS.
THE OMEGA CONSTELLATION. FOR YOU BOTH.

OMEGA - OFFICIAL TIMEKEEPER OF THE OLYMPIC GAMES.
CALGARY AND SEOUL 1968.
FOR FURTHER INFORMATION CONTACT YOUR OMEGA JEWELLER OR
TELEPHONE 0703 GUSH.
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Peter Montagnon arid WflHam Dullforce on trade reform prospects after fractious talks in Montreal

A last chance for the Gatt
S

itch was the- despair Into,
which Che Montreal trade

badge from its so-called ntnmpHnn

5a8e?^ weefcthat-alasfc-

aV^ to adQourn until
was WDed as amfrac-

tt mwided instant, if temporary,

fhiS“°F 311 toipasse which had
KJeaknednot m*r to stall the entire
yftiguay Round of multilateral trade
Syotiattons but also to mark intenal-
rffftoa of the farm subsidies war
pctVrcgp the US and the European
vOhiiii^n

|ly
^Hwtogr themselves utterly felled to

the deadlock between the US
Sr the EC over long-term farm trade
rafonn, the ministers seized with
2*ug°t on the opportunity to T«mfl
the burden on to Mr Arthur Dunkel,
Rector-General of the General
Agreement anTariffaand Trade.

All attention is now ftyypffpJ on the
9°68ttkai of whether Mr Dimka! can
succeed where ministers foiled — -in
resolving the US-EC disrate.

MrDunkel wflU probably
shuttle between Europe
and Washington to talk
to political leaders

. Squally at Btake are important
agreements reached at Montreal on
liberalising trade in ..services,
strengthening ttm Gatt as ah institu-
tion, and an opening industrial coon-
try markets for Third World tropical
products. These have now been out on
bold until April.
Mr Dunkel is to make a start today

in Washington where he w£Q meet
incoming members of the Bush
Administration

. Though bitter recriminations were
levelled in Montreal at both the US
and the EC as being jointly responsi-
ble for last week's stalemate, its
immediate cause was the immovable
attitude of Mr Richard Xyng, the hard-
line US Agriculture Secretary.

Delegates who tried to probe Mr
Lyng’s thinking in Montreal last week
could not fathom the underlying moti-
vation behind his intransigent refusal
to modify the US Insistence that an
countries agree to commit themselves
to a Jong-term elimination of trade-
distorting form supports. Atno stage
did any real TipgriHaHnn take
they said.

Speculation on the US position
ranged overMr Lyng's personal devo-
tion to the ideal of free form trade,
Reagan-Bush transition problems,
domestic political constraints over
form policy and personality dashes.
President Reagan himself limited

the - US delegation's ' freedom of
manoeuvre by publicly proclaiming
before the talks that the US would not

. j.Evan if Mr Lyng had been twnUnwt
overcome this hurdle, the US could

tei have ftmnfldbrfpfy farod rftfirhft

domestic problems. Any agreement in
Montreal would have had to include
short-term reductions in fann support
as well as long-tenn commitments.
The ditenana for Washington was

that failure to agree might lead the
Congress to write additional subsidies
into the new Farm Bill which it will
prepare next year. Agreement on
short-term measures without an abso-
lute commitment from the EC on
long-term reform would have brought
immediate protests from the US form
lobby.
The US delegation in Montreal may

simply have wanted to avoid frftwUwff

Mr Bush's hands before he takes
office next month- But. as the meeting
dispersed, the main speculation cen-
tred around ^ clash of personalities
and the ideology of Mr lyng Mrowtf
Therb was little disguising the ani-

mosity. between Mr Lyng and Mr
Frans Andriessen, the EC farm com-
mtsstoner- Mr Lyng is to depart the
scene soon as Mr Bush’s Adminstra-
(ton takes over. Mr Andriassen is due
to switch to the trade portfolio in
Brussels. Insofar as mistrust between
these two men was at the core of last

week's stalemate, this reshuffle of
personalities may mnk^ Mr Bunkers

But it ifcwmfa nr> whom Mr
Bush chooses to be his new Agricul-
ture Secretary. Rumours swept the
Montreal conference hall that it could
stil} be Mr Clayton Yeutter, the i

lng US Trade Representative wl
showed more willingness to work for
compromise in the closing stages of
the meeting than Mr Lyng.
Mr Yeutter, the main instigator of

the Uruguay Round, has a personal
interest m its success. Before leaving
Montreal, he stressed his belief that
the meeting had achieved more than
many expected.
Out of the 15 separate negotiating

areas for toe Uruguay Round, results,
even if minor in some cases, were
reached on 1L In particular, delegates
agreed on a programme fix* negotia-
ting liberalisation of trade in services,

which for the first time found a for-

mula for drawing in developing coun-
tries who have been resisting the
incorporation of services like bank-
ing, insurance^ telecommnnlca-
tions into Gatt.

The meeting also agreed on a
tighter dispute settiement procedure
for the,Gatt and a new system of
monitoring the trade policies of indi-

vidual countries. Most agree this will

itly strengthen the Gaft's
to play a more influential role

in the work! economy.
The decision to adjourn the meeting

until April means that the progress

A chance to twn trim Into

made in Montreal can be conserved.
Ministers decided to keep intact the
agreements reached, while the new

to resolve the impasse over
was under way.

This decision came just in time.
Thwarted in its hope of being able to
obtain an agreement on form reform
which could boost its own ailing econ-
omy, Argentum had threatened to jet-

tison the agreements before the ink
was even dry.

Backed by five other Latin Ameri-
can countries, it promised - In a hit-

ter dunging match with the US and
EC - to deny the Gatt the consensus
needed to give effect to these new
agreements. Gatt has always operated
on a consensus basis rather than
majority voting:

The adjournment is also intended to
give Mr Dunkel time to resolve the
remaining differences in the three
other areas which proved, difficult In
Montreal: intellectual property rights,
textiles and safeguards (measures
which countries are allowed to take to
defend their industries against sudden
surges in imparts)..

However, the risk for the Uruguay
Round as a whole has now increased
because April is generally seen as the

Ctf chid Arthur Dunks!

last t-hanra to maintain its credibility.

Mr Dunkel has not revealed how he
plans to tackle agriculture. He will

probably begin a shuttle between the
capitals involved where he win talk

directly to political leaders.

The word which stuck in the EC
throat last week was “elimination'' as
applied to the long-term goal for
action on farm supports. Even the last
compromise proposal produced by the
US, after careful juggling by Mr Yeut-
ter with the single copy of Rogefs
Thesaurus available to the meeting,
mentioned this word four times.

Paradoxically, both sides freely,
acknowledge the need for long-term
farm reform. From this common
starting point Mr Dunkel has to find a
formula acceptable to the two main
trading powers which firmly guaran-
tees continuing long-term reform
without putting the entire European
common agricultural policy on the
negotiating table.

TTie formula will also have to sat-

isfy the independent producers in the
13-member Cairns Group, whose dis-

parate membership covers Australia,

Argentina, Thailand and Hungary,
that the US and EC this time mean
business. It also needs to offer some

relief to the many developing coun-
tries, whose own form development
has been stifled by the subtidies paid
in rich countries.

Finding such a formula wQZ require
movement on the pert erf the EC. It

got off lightly in Montreal because the
deadlock over long-term commitments
to form reform prevented debate in
areas In which its own officials

acknowledge it is vulnerable.
The question of market access was

no* raised. Had this happened, the EC
system of “variable levies* to which
France in particular is deeply
attached, would have come undo: fire.

Variable levies are charges
on imports to bring them into line
with Europe’s artificially high inter-

nal prices.

Access to EC markets is a key
objective not only of the US but also
of the Cairns group. Any solution
which Mr Dunkel devises to the pres-
ent impasse will almost certainly
have to involve some concessions by
the EC in sensitive areas such as this.

Here again personalities may be
crucial. Just as Mr Dunkel will have
to deal with the as yet unnamed new
US Agriculture Secretary, he will also
have to deal with Mr Andriessen in a
new capacity.
Tbs latter has been lobbying to

retain the right as trade commis-
sioner to negotiate agriculture in the
Uruguay Round. Mr Willy de Qarcq,
whom he is due to succeed, never had
an entirely free hand in this respect

If Mr Andriessen wins on this point,

he will be able to approach the form
issue in the context of the entire Uru-
guay Round. With this broader range
of interests, the hope is that he may
have a different perspective an the
valne of compromise, but he will still

be constrained by the guidelines
imposed on him by the EC’s executive
Council of Ministers.

Finally, the near disaster in the
Montreal trade talks may have the
salutary effect of concentrating minds
in the three months ahead.
There was no drantising the sudden

flush of anxiety that rose through the
greenhouse-like structure of the Mon-
treal conference centre last week,
when ministers were confronted with
the prospect of total failure.

Yet with Mr Bush now also preoc-

cupied with Mr Mtkfowi Gorbachev's
new disarmament initiative as well as
the administrative arrangements for
the installation and confirmation by
Congress of Us new team, a period of

less than four months offers scant
time to resolve such complex issues.

Mr Dunkel now has the chance to

turn failure into success. That would
redound not only on his personal stat-

ure in jptomatinnal economic affairs,

but would also bring the Gaft into a
limelight it has never before enjoyed.

But, as the saying goes, April is a
flricto pwmth.

Lombard

The disputed UK
renaissance

By Samuel Brittau

HAS THERE been a British

economic miracle since Mrs
Thatcher came to office in May
1979? As the 10th anniversary

of her accession looms, the
controversy grows ever fierce.

The non-partisan observer
may be forgiven for being con-
fused when the newly
appointed economic adviser to

the Confederation of British
Industry (CBD, Professor Doug-
las McWilliams, rfaims that
there has been a British indus-
trial renaissance, while one of
his most notable predecessors.
Sir Donald MacDougall,
devoted part of his Keynes lec-

ture to the British Academy
last Thursday to suggesting
there had been no such thing.

Other contributors to the
debate have ranged somewhere
between the two positions.
Examples are Professor Mick
Crafts, of Warwick University,
in a forthcoming paper for the
Centre of Economic Policy
Research, and Professors Lay-
ard and Nickell in a paper for

the London School of Econom-
ics.

The sad state of British eco-

nomic statistics (perhaps itself

a Thatcher false economy) has
created a tangle of uncertainty
about the correct numbers to
use. But certain points emerge
on any reasonable estimate of
their likely range.
For instance, the record of

the British economy under Mrs
Thatcher has been best on
manufacturing productivity
and worst on unemployment.
Overall growth performance
has been reasonable, although
not spectacular, if yon start
from 1979 rather than at the
trough of the 1981 recession as
Ministers would prefer. The
record on inflation, while a
welcome relief from the double
digit rates^of the 1970s, is
pretty indifferent by the stan-
dards of other Group of Seven
countries
This is a curious combina-

tion erf success and failure, in
view of the frequent assertions
that the Government was indif-

ferent to manufacturing but
obsessed with inflation.

The issue between MacDou-
gall and the growth optimists
is not, thunk goodness, just
statistical, it concerns rather
the appropriate historical com-
parisons. British experience
after 1979 Is clearly inferior to
that achieved in many post-

war UK cycles, for instance
1964-73, just before the oil price

shock. The exception is manu-
facturing productivity, and
even here the Thatcher lead is

rally slight

Thus, if you take all the
post-war years as a single
period, there is nothing special

to say about the Thatcher
years except for the rise in
unemployment What requires
to be explained on this view is

the period of abnormally low
growth between 1973 and 1979

in the Wilson-Callaghan
period.

It on the other hand, you
think that 1973 was a threshold
in economic history, then the
picture is different Since then
growth and employment have
performed much worse in most
parts of the industrial world,
but especially Europe. The
sense that the postwar Golden
Age was over was one factor

behind the Western economic
summits inaugurated by Presi-

dent Giscard d’Estaing; and the
Organisation for Economic Co-
operation and Development
(OECD) marked the new mood
with an inconclusive report by
a “Group of Wise Men".

It is on a post-1973 basis that
there is some sign of a
Thatcher renaissance. In the
six years up to 1979, UK pro-
ductivity growth averaged only
half a per cent a year for the
whole non-North Sea economy,
while since then it has been at
least 2 per emit, and perhaps
higher. The overall UK growth
rate has also shot up substan-
tially, while in continental
Europe it has slightly declined.

The opportunity for the British
productivity spurt was pro-
vided by the gap which had
developed between British and
overseas performance.
The first impetus towards

closing that gap came from the
Thatcher Government's
so-called initial “mistake" In
subjecting industry to an over-

valued pound in 1980-81. The
improvement subsequently
continued because of the weak-
ening of union influence, while
measures such as the abolition

of exchange control and the
removal of capital subsidies
kept business managers on
their toes. The test will be to
see if the new atmosphere con-
tinues in a tighter labour mar-
ket where unemployment is a
diminished threat
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Differentials could apply to money
From MrDaofdSussmaa.

Sir, Successive UK Chancel-
lors of the Exchequer have
seen fit to introduce differen-

tials by way oftaxation in gen-

eral, mid by the use of special

benefits to help poorer mem-
bers erf the cammunity.
There are also a number of

other vide ranging measures,
which differentiate inJbeaeBt
or penalties between different

economic activities. -

It is surely anomalous, there-

fore, that tins principle is not
applied to tire cost of money.
Our economic situation now

requires the maintenance of a
good level of invwdMent -by

industry, and a high level of
personal savings, both to main-
tain our manufacturing base
and to reduce the high level of
imparts qf consumer goods;

ft is well known that ram of

the key factors in post-war Jap-
anese economic success has
been relatively low rates of

interest offered to. industry by
the financial sector in the pro-

vision of medium and long
term finance, compared with
rates that have to be paid from
time to time by other borrow-
ers. .

On average, industry has
paid less than half the cost of

money as compared to tadfrid-

Below cost for some years
From Mr Dole.

Six, 1 was interested to see

Mr O.C. Ranald’s letter

(December d> about the price of

ms subscription to the OECD
(Organisation of Economic Co-

operation and Development)
publication. Main Economic
Indicators. I am afraid that In

pifupwttiuE that the ChancaHor
should keep his own boose in

order, Mr Ranald’s fire is some-

what misdirected.

HMSO is oxdy the UK Sales

Agent for OECD poMfoattom
and had no say to draermtoing
toe hew subscription' rates. It

is understood, however, that
Main Economic Indicators has
been priced below cost for
some years, and that the OECD
decided that the subscription,
unchanged since 1985, should
be increased to a mare eco-

nomic rate.
•

Beyond continuing that the

ual borrowers.
The answer to our current

problems is to offer manufac-
turing industry — within an
agreed framework - finance at.

a measurably lower rate than
that which is offered for, say,
speculative ventures such as
property development, or to
the individual consumer who
borrows through his or her
hwfc-
In effect, this would main-

tain the squeeze on the con-
sumer, but release finance to
our industry .

David Sussman,
Albany House,
12 Albany Road, E10

notified price was indeed cor-

rect, HMSO had no alternative
but to pass on the new rate to
subscribers, although - with
hindsight - it would have
been more helpful if we had
Affawad an mrpbmatfon gtfh Bw
renewal notices.
John Dole,
ContmJkr and Chief Executive,

EC dumping
policy
From Mr SP ChatfBL

Sir, The issues behind the
imposition of anti-dumping
duties against some Japanese

Duke Street,

Norwich. Norfolk.

be mibhc got a fair deaL

Qmrp pati^n3iTWfltton in. 1967

the public has invested £17ta

to BritSh St^cnnmt
prices). After io«MJ

it has beenteft

aSets with a current va£®
chn /birfndme the

.a

SflRwritten-off in the books

SfffawSS
^fdSTmi^rbe along

gsfis£33SS

about 20 pear cent s year before
tax. <Th& assumes a riskless

return of 10 per cent; that Brit-

ish Steel is amy slightly riskier
flwm. the stock market as a
whole; and that the long-nm
expected excess return an the
stock market as a whole 1s 9
per cent - the average store
1917.)

In its prospectus, British
Steel promises to pay gross
dividends of £200m for its first

financial year. Although the
gross dividend yield of 8 per
cent which this implies is

nearly double that currently
offered on the London stock
market as a whole, the remain-
der of the required return (12

per craft a year) wffl have to
come from growth.
While British Steel currently

has high profits, it is also run-

ning at peak denumd. Its prof-

its are wry sensitive to output
levels, and some analysts
believe that toils current form
its sustainable trading profit*
may be as tow as £2SQtn a year
(FT,. June 7), a figure which
can be supported by applying
the average tradfag proSt mar-

The British Steel deal and the public interest

From MrRJLBnfer.
• Sir, The fact that Britten

Steel's shares did not move to

a forge premium onjhe ^
fort

day'strahnghaB led to toe

predictable responsejAs Lex

{mill (December 6)e ‘ffiom the

viewpoint of the British tas>

naverBritish Steel’s ddbat

SSfbe regarded as tfas best

try in- 1968 of &24 par cent to
sustainable sales of British
Steel of (say) £4bn.

British Steel has also prom-
ised to invest about £800m a
year. So even to continue pay-

ing £200m dividends, to keep
its promise on investment it

will need trading profits of
«»ma £340m a year (£S40m plus
depredation ElfiOm, less invest-

ment of £300m equals $200m
distributable surplus).

Thus, to earn its required
return. British Steel wflf have

to work hard to expand sales

and improve efficiency- dJbn
is therefore at least a fair price,

and may be too high.

This analysis may persuade
investors that they paid a fair

price, ft should not persuade

the public that it received a
fair price, for three reasons:

British Steel need not keep

its promise to invest £300m a
year. While it could continue

to invest and grow to fructify

an investment of £2JJbn at 20

per cent a year, it could also

satisfy investors by paying
them an average annuity of

exporters to the EC is not
between those who favour lib-

eral trade policy on the one
hand gnd protectionists cm the
other (Letters, November 25).

The issue is one at fair trade
and trade relations within the
framework of the Gatt (General
Agreement on Tariffs and
Trade).

Not aH Japanese companies
involved in these cases have
been found to be dumping and
of three that have, not all

equally so.

The European Court of Jus-
tice considered the validity

of the EC regulations and of
the methodology adopted
within that. They have sup-
ported both.
That would suggest that the

fy-Hrmw of the Commission to
this area do indeed have
"demonstrable validity".

Japan has opted to utilise

the mechanism provided to the
Gatt to challenge the validity

of EC measures. The EC Is not
complaining of that approach.
SJ». Chalfen,
2 Firecrest Drive, NWS.

£500m a year for 20 years, and
thgn rimriwg the business. This
prospect is, perhaps, too awful
to contemplate, hut British
Steel could make a sizeable
step towards it by cutting back
On IwiMl.wwnt.
British Steel believes that

tiie closure of Ravenscraig
would increase its distributa-

ble profits by ElOOm a year. As
thfo alone would contribute 4
per cent to the required
returns an the £2£bn Invest-

ment, British Steel and its

Investors will presumably find

Bavensczaig’s closure ixresist*

fbla. But the public may legiti-

mately want Ravenscraig to
stay open

It might be tempting to

argue that whatever happens
to British Steel's assets, the
public will have £223m in cash

to invest to earn an equivalent

return. But even If such invest-

ments were available to the
public, there Is little prospect

erf it being invited to make one.

R-A. Bryer,
School of Industrial & Business

University of Warwick

FOUR SATELLITES IN OftBIT
IN 1988

FOURMORE BEING BUILT
TO PROVIDE:

MORE POWER
MORE FLEXIBILITY
MORE SERVICE
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Janet Bush
on Wall Street

Pro-junk

stand across

the divide
FOR EVERY argument that
the explosion of high-yield fin-

ancing has helped corporate
America become more produc-
tive, more efficient and create
jobs, there is a dire warning
about the dangers of junk
bonds. On both sides of the
junk bond and leveraged buy-
out debate, there are those who
have an absolute conviction
that they are right.

A conference held in New
York last week - sponsored (it

should be noted) by nine finan-

cial companies including
Drexd Burnham Lambert, Sal-

omon Brothers and Merrill
Lynch - brought together
feadix\q academics in the field,

economists from goverment
agencies and interested parties

from Congress.
The terms of the debate have

clearly shifted since the lever-

aged buy-out of RJR Nabisco.
The pro-junk camp presses its

arguments even more vigor-

ously because it is aware of the
increasing consternation in
Congress about LBO&.
Mr Frederick Joseph, chief

executive of Drexel Burnham
Lambert, described the RJR
Nabisco buy-out as a terrific

deal but said: “I would not be
happy doing a bigger one . .

.

That deal represented just
about 100 per cent of capacity
in terms of financing." Yes,
there are limits

The second comment gives a
flavour of the political rhetoric

surrounding junk bonds and
came from Congressman
Edward Markey, chairman of
the House Telecommunications
and Finance sub- committee.
“Financial firms are taking
around Slbn out of the RJR
deal in fees for a few weeks'
work - that is more than the
US spends in a year to fight

the AIDS epidemic”
There is a substantial body

of academic research which
suggests that companies which
leveraged themselves using
high yield have had spectacu-
lar success.

Mr Glenn Yago of the State
University of New York at
Stony Brook Is probably fairly

representative of the pro-junk
camp. He argues that the polit-

ical storm over junk bonds has
been whipped up by large cor-

porations who have seen
smaller companies financed by
high yield debt start to com-
pete more effectively.

“We have seen that high-
yield securities grew at the
expense of bank debt and that
high yield companies grew at

the expense of the hegemony
of many established firms,”
said Mr Yago.
His study of high-yield issues

from 1980 to 1966 (things may
look different in 1987-88 when
leveraged buy-outs have
become so popular) shows that
74.7 per cent of tire proceeds
were earmarked for corporate
growth, 2L9 per cent were used
for acquisition financing and
3.25 per cent were used in
unsolicited takeovers.
The core of Mr Yago’s thesis

is that companies which made
significant high-yield borrow-
ings have done better than
those which have not
During the period of the

study, the average annual
increase in employment in
high-yield companies was &68
per cent compared with only
1.38 per cent for industry as a
whole. Sales grew at 9.38 per
cent compared with 6.42 per
cent and annual growth in cap-
ital spending by high yield
companies totalled 10.61 per
cent compared with 3.83 per
cent in other companies.

Moreover, the level of debt is

not dangerous, Mr Yago
argues. He asserts that the
ability to service debt has
remained stable although the

absolute levels of debt have
risen and that US companies
are tmderleveraged compared*
with foreign competitors.

EC imposes big cuts on fishing quotas
By Tim Dickson in Brussels

NORTH SEA fishermen face a
bleak new year after yester-

day's agreement by European
Community fisheries ministers
to impose sharp cuts in the

total catch which will be
allowed for certain key species

over the next 12 months in an
effort to conserve stocks.

Ministers reluctantly
approved a European Commis-
sion proposal that the Total
Allowable Catch (Tac) for cod
In the North Sea be cut by 20
per cent next year to 118,700
tonnes,- and the Tac for had-
dock be reduced by 60 per cent
to 62,500 tonnes.
The harsh deal - approved

by a "qualified majority" of
member states after two days
of fierce negotiation in Brus-
sels - nevertheless averts the
most serious crisis in EC fish-

eries policy since the current
common regime was estab-
lished in 1983.

The problems facing the
Industry came to the surface
earlier this year when new sci-

entific research provided the

clearest evidence to date that

there are too many boats in

Community waters chasing too
few fish, and that consequent
over-fishing is depleting
important stocks.

Much of the argument over
the weekend centred on how
much of the haddock Tac
should be allocated to the HE
under the system of national
quotas.
By applying the normal

"key" which is used to divide

up the Tacs for each country
Britain would have been given
a share of around 48,000
townee, but Mr John MacGre-
gor, the Fisheries Minister,
argued that under a special
arrangement for hard hit
regions, known as the Hague
compromise, the mlnimnm
entitlement for the UK ought
to be 60,000 tonnes.
In the end a figure of 54*380

tonnes was agreed.
Another lengthy dispute

arose over the issue of migrat-

ing mackerel in and ground a
sensitive fisheries zone to the

north of Scotland. -

In an Important break with
past practice the Council
agreed that British and Irish

boats should be allowed to
pursue a fixed quantity of fish

(35,790 tonnes in the case of

the UK) beyond the so called
“4 degree” line during the last

three months of 1989.

Yesterday's agreement was a
notable triumph for Mr Anto-
nio Cardoso e Cunha, the Por-
tuguese Fisheries Commis-
sioner, who resisted
considerable pressure, notably
from the French, for Tac
Increases beyond the original
Commission proposals.
The final package, however,

was opposed for different rea-

sons by Ireland, Denmark and
Spain (the latter in part
because It is unhappy with the
Community's share of a key
cod Tac in the zone near Nor-
way known as Svalbard).
However, some hope to the

beleauguered fishing industry
was provided by a commit-
ment from ministers to review
the scientific advice for certain

key stocks in the middle of
next year and, if appropriate,

to raise the relevant Tacs at

the fisheries Council meeting
in June.
The impact of the haddock

and cod catch cuts will be
borne largely by Scottish fish-

ermen.
Mr Bob Allan, chief execu-

tive of the Scottish Fisher-
man's Federation, estimated
yesterday that the catch cuts
would reduce his members*
income by between £30m and
£40m ($55m- $74m) In 1989.

Mr Allan called for a post
mortem into the suddenness of
the Tac reductions.
"You can't run an industry

on this basis." he said and
tod that his organisation

may appeal to the UK Govern-
ment for emergency financial

support.
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Brazil’s crippling Aids burden
Treatment costs the same as in rich countries, reports John Barham

E MILIO RIBAS is an Aids
hospital in the Brazilian

city of Sao Paolo, but
the visitor could be forgiven

for mistaking it for a prison.

Officious armed security
guards only allow in visitors

with a special permit The
wards, like cells, are locked.

Visits are allowed three
times a week, for an hour at a
time. Bored social workers for-

bid visitors who arrive a few
minutes early to approach the
ward doors before the
appointed time.

A shocked father stares
through the small glass win-
dow at his baby girL poisoned
by an infected blood transfu-

sion. Today, Saturday, nobody
will be allowed into the wards,
because no face masks or
gowns are available. Cowed
relatives take turns to gape
through the windows.
From inside one ward, an

in/yinKniahie inmate wails “If

Tm going to die, I want to die

at home.” And then, inexplica-

bly, screams for the biscuits

her cousin had forgotten to
bring.

Aids first appeared in 1980

and now there are close' to
5,000 diagnosed cases, the
world's third highest inci-

dence. Government projections

suggest that there will be
38j)00 cases by 199a

Brazil, in spite of its $380bn
gross domestic product, has
one of the least healthy societ-

ies in the world. Public health
has never received a high polit-

ical priority. Tropical diseases

like yellow fever, leprosy, Cha-
gas* disease and malaria are
actually spreading.

Mr Paulo Cesar Bonfim, the
head of a private Aids preven-

tion group, said: “Aids has

made it clear that Brazil's
hfwirti policies are bankrupt.”
The Health Ministry's bud-

get for next year is $2.3bn.

Aids, incurable and expensive

to treat, is yet another burden.

The ministry will not say how
much it plans to spend cm the

victims.

Treating Aids in Brazil is no
cheaper than in richer coun-

tries. The state of Sao. Paulo,

the wealthiest in South Amer-
ica, has two-thirds of Brazil’s

cases of Aids. It will spend
$4Um on health in 1989, about
12 pm* cent of the entire state

budget.
Still, staff at the Emilio

Ribas complain of broken
equipment, weak and indiffer-

ent leadership, low pay, high
staff turnover and peddling of
political influence. Patients are
turned away for lack of space,

although the hospital is being
extended.

The cost of dealing with the
disease can only escalate.

Imported drugs such as A2T or
interferon are rarely available

in Brazil’s public hospitals,

where no more than 20 per
cent of patients live for more
than a year after their first

symptoms appear. Survival
rates at private hospitals,
which charge $185 a day, are
similar to rates in the devel-

oped world.

. To its credit, Sao Panic is

improving the quality of its

blood supplies. It has set up a
widely-praised out-patient unit,

although it lacks essential
equipment
In the state of Rio de

Janeiro, health authorities
have stopped screening blood
for lack of money- The state

has at least 10 per cent of Bra-
zil’s Aids cases.

If the impact of Aids today is

worrying, then the outlook for

the future is terrifying. Health
nffieiflls say that 500,000 peo-

ple, or 0.4 per cent of the popu-
lation. already have the Aids
virus. Although the rate of
advance has slowed, new cases

of Aids are still doubling every
eight months.
Doctors emphasise the vital

importance of educating the
population about Aids. The
Government does its bit with
posters and the slick TV com-
mercials it airs occasionally. It

sponsors conferences for
health workers.
But many doctors consider

the public information cam-
paigns inadequate. Although
Brazilians are not sexually
inhihlteri, they are oddly reti-

cent about discussing sex
openly.
Dr Caio Rosenthal, an infec-

tion specialist working at Emi-
lio Ribas, said: “What's the use
of having Aids campaigns if

they don't explain anything?

What do poor, ignorant people
in slums understand by
phrases like Asexual relations'

or ‘multiple partners’? They
haven't a clue.” He wants cam-
paigns to »» direct language
and forceful images.

Brazilians are sentimental
it was the death of a

national figure that galvanised

public awareness. The demise
of Mr Hentique de Souza Fflho,

a popular cartoonist who suf-

fered from haemophilia, precip-

itated an outpouring of grid:

and demand far action on Aids.

It was no longer seen as a
minority disease afflicting rich

homosexuals.
Drag abuse is now emerging,

as it has in Europe and the US,
as a big factor in transmission.
At Sao Paulo's grim Febem
child welfare foundation, a
state orphanage and borstal,

700 of its 8,600 charges have
Aids. Very few of them will

ever be allowed out One in 10
of the children Febem brings

off the streets already has
Aids, often as a result of inject-

ing cocaine bought with the
proceeds of theft. The founda-
tion says Sao Paulo has 3$Q0
street children.

Drug abuse is also common
among the wealthy.
The Government has yet to

direct a specific campaign at
drug users. The idea of provid-

ing them with free syringes is

not accepted. Nonetheless,
Febem does give youngsters
free condoms.

Prostitutes are not great con-
sumers of intravenous drugs
but are still an important fee-

tor in Aids transmission, if

only because of a penchant for

transvestism. Too often, clients

still do not believe that Aids is

a serious risk.

Drug abuse Is emerging, as it has in Europe
and the US, as a big factor in transmission.

In the prosperous fanning regions of Sao
Paolo, half the cases of Aids are caused by
shared needles

Bntish industry confident of output rise
By Simon HoBberton, Economics Staff, in London

BRITISH INDUSTRY remains
confident about increasing its

output over the coming
months, but in spite of a poor
export performance it plans to

increase prices, according to
the latest monthly survey
ofthe Confederation of British
Industry, the employers’ body.
The survey appears ahead of

a week dominated by economic
indicators for the UK and the
US arid against a background
of nervousness in international
markets. There is anxiety
about the prospect for higher
interest rates in West Germany
and possibly the US which, if

realised, may force the UK
authorities to increase rates.

The CBI monthly trends
inquiry of 1,104 manufacturing
companies 'was conducted
between November 25 and
December 7, just after interest

rates were raised to 13 per cent
and the release of the October
trade figures showed a current
account trade ripfirit of £2.4bn

($-L3bn).

The survey indicates that
domestic demand In the UK
has remained relatively buoy-
ant, despite the rise in interest

rates. It adds weight to the
view that industry may be
diverting production to fulfil a
continuingly robust level of
domestic demand which is also

allowing it to raise prices.

The report shows that indus-
try's export order books contin-
ued to deteriorate in Decem-
ber.

Mr David Wigglesworth,
chairman of the CBTs eco-
nomic situation committee,
attributed the subdued outlook
for export orders to the current
strength of sterling and the
high level of interest rates. He
said the CBI bad given a warn-
ing repeatedly that the pros-
pects for reducing the trade
deficit would not improve if

sterling remained “uncompeti-
tively strong".

The CBI survey showed that
industry is planning to raise

factory gate prices. These usu-

ally rise around the tom of the
year, especially in January, but
CBI monthly surveys show
upward pressure accelerated in
October and has continued.
Mr Wigglesworth said pro-

ductivity improvements in
manufacturing were keeping
unit labour costs under con-
trol
The key monetary policy

committee of the US Federal
Reserve Board, meets early
this week. UK officials said
that if the US and West Ger-
many raised interest rates and
this led to a significant weak-
ening of sterling then the Gov-
ernment would have to
respond with higher UK rates.

Confusion over future of Morgan stake
Mr Seth Klarman of the Bau-

post Group believes this man-
tra of economic benefits of

high-yield borrowing does not
prove very much because com-
panies which borrow, whether
through debt or equity, tend to

use those fonds to grow.

There have been resounding
junk-financed successes such
as Triangle Industries and
McCaw Cellular. There are also

“junk bond dogs” such as
Revco Drug Stores which has
used virtually all its cash flow
to service its debt

There are some unanswered
questions. What will happen to

default rates if there is a genu-
ine recession? Can it really be
argued that a leveraged bay-
out is acceptable if corporate
bond investors see a 40 per
cent loss in the value of their
holdings but shareholders gam
a premium of 60 per cent on
their stock?

Mr Harman argues that
“junk bonds remain untested
through an economic cycle.
Until they are, issuers and
investors are gambling on eco-
nomic good times and continu-
ing asset value increases.”

Continued from Page 1

has farmed out its smart
,
loss-

making Lloyd's reinsurance
broking subsidiary, Dewey
Warren & Co, to be managed
by D.G. Durham, an insurance
broker, leaving £50m cash and
its Morgan Grenfell holding as
virtually its sole assets.

The most sensitive element
of the situation surrounds the
stakes in Morgan Grenfell, not

least because of the presence of

several large shareholders on
Morgan’s share register. Willis

Faber, which has bad ties to

Morgan since the 1960s, has

20.7 per cent, while Deutsche
Rank has 49 per emit
Bond Corporation claimed

yesterday that during talks

with Robert Fraser it had
reached an agreement that its

3.2 per cent and Dewey War-

ren’s 5.6 per cent would be sold
as a package to one party.
Some observers believe that

this agreement only took the
form of a verbal understanding
between Bond executives and
some Dewey directors.
Mr John Craven, chief execu-

tive of Morgan Grenfell, said

that in discussions with Mr
Colin Emson. Robert Fraser’s
chief executive, there was no

mention of such an agreement
Mr Craven said that he had

been assured the shares would
not be placed with one party.

“Mr Emson said: ‘What I will

not do is to be party to dealing
the shares
Mr Craven added that some

of Dewey Warren's Morgan
Grenfell shares might be told
to a Japanese insurance com-
pany
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Rouble devaluation plan
Continued from Page 1

eign
.
Economic Relations

Bulk) will presumably allow
enterprises to bid for extra for-
eign exchange by paying a
higher rouble price.

The concessions could also
mean a boost in Soviet con-
sumer goods Imports because
enterprises will be allowed to
use 10 per cent of their hard
currency earnings for such
imports -and the full amount
of any tends in Comecon cur-
rencies. Soviet economists
have been arguing that Mr
Mikhail Gorbachev, the Soviet
leader, must put more con-

sumer goods in the shops to

win more popular support for

Ms economic reforms.

The joint venture conces-

sions go some way to answer-
ing major complaints of poten-

tial foreign partners. Impart
tariffs an goods and equip-
ment fat such joint operations

will be reduced or scrapped.

The new rules also promise
a delay in imposing taxes on
repatriated profits, although
do not provide any better

guarantee that such profits

can be repatriated unless the
joint venture itself earns the

hard, currency from exports.
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A clouded glass for

the brewers
The present round of results

presentations from the big UK
brewers may turn out to be tiie

last bulletins from a vanishing
world. The ruling of the
Monopolies and Mergers Com-
mission (MMC) on the tied
house system, due in February,
cannot be foreseen with confi-

dence; indeed, the brewing
industry suspects that with
two years behind it and two
months to go, the Commission
is still baffled by the complex-
ity of the issues. But there is

an iiTunigtakgahle whiff of
cfaftngp in the air; and the big
brewers, for all their public
protestations, must be hoping
that the MMC will provide the
means to get the process under
way.
Faced with the threat of hav-

ing to do away with vertical

integration, the big brewers
have noticed two things. First

is the promise of increased
market share. In country dis-

tricts particularly, there are
atm any number of small local

brewers, providing not the
lager widen customers increas-

ingly want,' but their own ale
- somaHnifts nice, sometimes
nasty. The tied system allows
them to shut out competing
beers from their pubs, and the
system of restricted licences
ensures that the competition
cannot open up next door.
Change the rules, and - as
with Big Bang on' the Stock
Exchange - the bog are free to

prey on the smaiL

Pubs come first

The other factor is the
belated realisation that vertical

integration has encouraged the
industry to see itself the wrong
way round - as a group cf
manufacturers, rather than of
retailers. Beer consumption is

absolutely flat, and all the
growth is in the wider pub
trade. As retailers, the brewers
operate an the grandest possi-

ble scale; Bass, the biggest, has
almost 7,500 pubs, ana the big
five have more than 5,000 each.
All have made some move to

split off the two sources of
income - some formally, such
as Courage and Grand Met -
and most aim at a further divi-

sion between retail and prop-
erty income. It may be a little

dispiriting to see the brewers
latching on to all this just as
the property market is peaking
and the High Street is in disar-

ray, but tiie basic instinct is

sound: the industry’s problem
is not too many pubs, but too
much beer brewed by too many
people.

R can be deduced from all

this which way most of the Mg
brewers intend to go. Allied

Brewers and di*tIU«r*

FT-A tndax retadMt to Vw
FT-AAMnraMex

has stated that if it must
choose between brewing and
retailing, it will take the latter.

Whitbread is increasingly pro-

moting itself as a retailer in

any case, particularly through
its restaurant chains, while
GrandMet, lacking strong beer
brands, rfafais to be the best

retailer in the Industry. All
this clearly leaves an opportu-

nity for someone; in the US,
where tied estates are specifi-

cally outlawed. Anheuser
Busch has nearly 45 per cent of
the brewing market The obvi-

ous candidates as purveyors of
bulk beer to the nation are
Elders - proud owner of Fos-

ters, and swam enemy of the

tie - and the specialist sup-

plier to the free trade, Scottish

& Newcastle. Indeed, it is in
this context that Elders’ desire

to take over S & N is most
mtelHgfole-

The Bass dilemma
The enigma in all this is

Bass - the one brewer to have
made real sense of vertical

Integration, and owner not
only of the most pubs, but of
the best beer brands. On the
face of it, tins might seem to
put Bass more at risk from the
MMC than the others. But as
the company malms dear, if it

were forced to divide the two
functions, it would enntinim in
both. In stock market terms, it

is not impossible to envisage
two separate companies - the
dull but dependable Bass Brew-
ing and Wholesaling, say, and
the glamorous and hfedily-rated

Bass Leisure and Retailing.

Investors would have farther

choice in the fact that the for-

mer would be hugely cash-gen-
erative, the latter cash-hungry.
But although much of the
Industry is dearly itching to
get on with it, it does not fol-

low that it wifi Initiate its own
Big Bang irrespective of the
pace ofchange imposed by the
MMC. For a start, the small
brewers will obviously not

relinquish the tie until they

are forced to; and for the big

brewers, splitting themselves
up wifi not be so attractive as

long as the tie persists in any
form.
There is no paint in selling

your breweries to Anheuser if

they carry with them access to

only 50 per cent of the market;

better to wait for 100 per cent
and a higher price.

The MMC options
All the while, it remains

quite what steps the

MMC will actually take. Ever
«riTyp> the Elders bid for S & N
was referred, it has been possi-

ble to speculate with some con-

fidence that the competition
authorities are determined not

to leave the tie .undisturbed.

But they face an unenviable

task. It is all very well to say,

as the authorities do, that If

the entire country drinks ore
lager as a matter of choice,

-that Is in competitive terms
preferable to 'the present sys-

tem. But there is no getting

round the fact that choice is

preserved by the tie - even if,

paradoxically,' the choice is

enforced.
Various half-way stages can

be envisaged. Producers of

beer. for . instance, could be
required to limit themselves to

LOGO pubs apiece, thereby pro-

tecting the small brewers and
leaving the field open to newly
arrived pub ownas such as Mr
George Walker. Among the less

satisfactory notions Is that of

compelling pubs to provide a
guest beer not of their own
making - although if that

were introduced, the smart
money should be invested in

whoever makes the most horri-

ble beer around.
But then, there will be

opportunities for the invest-

ment community whatever
form tiie changes take. At the

root of the brewers* dissatisfac-

tion with the present system is

the realisation that it involves

the inefficient use of assets.

Liberating these assets should
not only improve the indus-
try's performance overall, but
give investors the chance to
cash in their holdings.

Of course, since the tie

allows inefficient brewing
assets to remain in existence
- and not only among the
small brewers - there will be
losers as welL Brewers will

also have to face up to the fact

that shorn of beer brands, then-

vast retail empires will have
almost no branded Identity at
aJL But that, like so much else

in the brewing industry, ought
to have been faced up to a long
while ago.

‘The
Financial
Bookmaker’

You hear;!’ about our book on British Steel, but we have been
offering our clients profitable opportunities for over a decade.
We do have large clients naturally, but we have thousands of
small clients and we wantthem— they are the backboneofour
business.

To find out more about'what we can do for you please call

Caroline Wagstaffon 01-828 7233 , or complete andreturn the
coupon below.
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Please send me more information about I.G. Index

To: I.G. Index Ltd, 9-11 Gnsvator Gardens,

London SWlW 0BD
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PLEASE NOTE: Prices ofFutures and Options move op ahrf down very
rapidly indeed. NEVER speculate with moneyyou cuznor afford to lose.
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Pragmatic economic

policies and political

stability have
contributed to

Kenya's impressive

achievements. But, rapid population

growth, unemployment, poor policy

implementation and corruption

present the government with major
challenges, reports Tony Hawkins Workers at a coffee plantation at TMka east of Nairobi and (right) President Daniel arap Mol

Role model
for Africa
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KENYANS ARE celebrating
the 25th anniversary of their
independence confidently
aware that theirtracfc record
of political stability and eco-
nomic development has made
than the envy of sub-Saharan
Africa.

The record of pcffltical stabil-
ity and continuity under two
presidents, Joxqo Kenyatta and:
Daniel arap Mai, was marred
briefly by the abortive 1982
coup,, since

.
when Kenya has

attracted increasing criticism
overils human rights- policies,
the gradual erosion of demo-
cratic institntibns and the
spread of corruption.
The credit side of the ledger

is 25 years of: solid economic
axpapatan during which time
real growth in Gross Domestic
Product remained ahead of the
world’s fastest growing popula-
tion - in itself no mean
achievement.
Real per capita incomes

today are some 10 per cent
above their 1963 levels but this

- jjS'hot a realistic measure
,
of

eamdmic development because
[ft Inasks a more equitable pat-

tern of income distribution,

especially between rural and
urban areas, and fails to cap-
ture improvements in the qual-

ity df life, particularly evident
in the rural economy.
A striking yardstick of devel-

opment, tod, is the 150 pa emit

increase in the number of peo-
ple employed in the formal
economy —

' up to U27m from
540,009 at independence. At the
-same time, the 730,000 new
wage-sector jobs created in the
past 25 years underline the
enormity of tiiw challenge of
the 1990s.

Although Kenya’s popula-
tion growth rate is forecast to
fan .from- 3.7 per <wit annually
at present to £5 per cent by
2000, the labour fbtee will have

.
virtually doubled from 7.5m in
1984 to!4m. If unemployment,
estimated In 1964 at 13 per cent
of the workforce, is to be con-
tained, an wMitiniMi 6m jobs
will have to created by 2000.

The modem wage sector’s

rate ofjob generation must tre-

ble from 30,000 ayear to almost
90JD00. In addition, small-scale
(non-wage) agriculture will
have to find work for some 3m
people, while the non-farm
informal sector, rural and
urban, win have to double In

size generating 1.5m jobs.

Even the optimists doubt
whether such targets are
achievable.
Kenyan economic growth

has slowed progressively from
an extremely impressive 6.6

per cent in the first decade
after independence to 4.7 per
cent in the 1970s, following the

two oil price crises, ami to 4J2

pra; cent in 1980.

The post-1981 slowdown
reflects the stabilisation poli-

cies introduced after the bal-

ance of payments deficit had
reached 12-5 per cent of GDP;
an inflation rate of 20 per cent;

world recession; the attempted
1982 coup which undermined
investment confidence; and the
severe 1984 drought.
The Kenyan authorities

responded to these tfiffirafties

hi two main ways : first with a
classic IMF-type stabilisation
programme, including cur-
rency devaluation and tight fis-

cal and monetary measures;
the second - and more
far-reaching response - was
the publication in 1986 of the
economic policy paper entitled

Economic Management for
Renewed Growth which sets
out the Sixth Development
Plan due to be launched this

month.
The Sessional Paper, as it is

known, encompasses a broad
range of policies which have
won the enthusiastic support
of the donor community, as
evidenced by aid pledges total-

ling $l.lbn for 1989-90, com-
pared with a previous average
of some |600m a year.

Needless to say, such lar-

gesse has its price - the politi-

cal cost of structural adjust-

ment. But because Kenya’s
pmnnmir policies have always
been essentially non-ideologi-

KENYA
cal it retains a degree of flexi-

bility enabling It to implement
reforms without any major pol-

icy U-turn.
Instead, there is a substan-

tial element of continuity with
thp main differences bong in
emphasis rather than princi-

ple. Kenya is strongly commit-
ted to a mixed economy, the
privatisation of parastatals and
to giving the private sector a
predominant role in income
and job generation.
The development strategy

emphasises rural development
with agriculture remaining the
lead sector, although its target-

ted growth rate of 5 per cent
annually is well below that of

manufacturing (7.2 per cent).

Key policies include a better
balance between rural and
urban areas to prevent an
explosive growth of the cities,

a heavy emphasis on informal
sector expansion and the
restructuring of manufacturing
industry in the direction of
export-led growth.

This strategy is difficult to

fault Its focus on labour-inten-

sive activities in agriculture
and small-scale enterprise
makes excellent sense given
the population and resource-
endowment profile. So, too,

does the shift In emphasis from
import substitution industrial-

isation to export-oriented
growth.

The focus on capital market
development and efficiency in
the f»Ti»nri«7 sector, and on a
more market-driven economy
via import liberalisation and
the decontrol of pricing, is also

realistic in the light of experi-

ence elsewhere. The willing-

ness to tackle the fiscal deficit

reflects both realism and politi-

KEY FACTS
Area: 582,646 sq km
Population: 22.94m (1987)

GDP: $7,734.5m (1987)

GDP growth rate: 4.8%
0987)
GDP breakdown by sector:

Agriculture: 29.93%
Manufacturing: 13.27%
Government services: 15.6%
Other services: 41.2%
Inflation: 54% (1987)

Currency:
100 cents= 1 Kenya shilling

(Ks)
Ks20= 1 Kenya pound (K£)
Exchange rate: $= ES17A9
(Dec 1988)

Exports: $915.8m (1967)

Imports: $l,739m
Trade balance: -$823.2m

(1987)

Current account:
-S102m (1986)

Debt: *4£04m (1986)

Debt service ratio: 2&5%
(1986)

Total debt as % ofGDP:
65.1% (1986)

cal courage - often absent in
sub-Saharan Africa.

But despite the positive pol-

icy framework, there is deep
scepticism over Kenya’s ability

to meet the very taxing targets

forced on it by its high popula-
tion growth rate. Perhaps the

most serious reservation con-

cerns Kenya's administrative
capacity for policy implementa-

tion.

Business people and bankers
believe that the overall GDP
growth target of 5.6 per cent a

year is ambitious and unlikely

to be attained in the absence of

much more rigorous policy
implementation than demon-
strated so for.

in particular, they cite the

slippage on 1987-88 budget defi-

cit targets - accommodated by
delaying payments into the

current year - the govern-
ment’s sharp reaction when
East African Industries raised

its prices after items had been
decontrolled, and the fact that

although certain import cate-

gories were liberalised in mid
-year, there has been no dis-

cernible improvement in the
rate at which import licences

are granted.
Above all, there is concern

over the “lack of transparency"

in the administrative system
and the associated exploitation

of “bureaucratic rents” - both
euphemisms for petty or seri-

ous corruption because the
bureaucrats have something to
5*11. The more market-driven
and open the economy, the less

suds opportunities exist which
explains opposition by some
vested interests to the pro-
posed reforms.
But it is unfair to judge the

programme’s prospects purely

in the context of administra-
tive capacity. All the signs sug-
gest that the all important
political will is there. Further-
more, delays in import licences
- and Indeed in dividend
remittances - are more the
result of foreign currency
availability than backsliding
on the policy front
The programme’s medium-

term Achilles' heel - and one
outside the control of the poli-

cymakers - is the balance of
payments. Kenya is unhealth-

ily dependent on four sources

of foreign exchange - coffee,

tea, tourism and aid. In 1987,

exports and tourism totalled

$143bn, of which coffee and tea

accounted for $435m or 35 per

cent while tourism’s share was
$324m or 26 per cent Indeed, at

current commodity price lev-

els, tourism is the country’s
main source of foreign
exchange earnings.
Unhappily, all three indus-

tries are fragile in terms of

their vulnerability to volatile

international market condi-

tions. In the case of tourism,
too, it will be difficult to mater
tain the rapid growth of recent

years given the overcrowding
now evident in some of the
game parks.
In Nairobi there is more opti-

mism about tea prospects than
coffee though it is acknowl-
edged that so great are interna-

tional market imponderables
that current forecasts could
turn out to be very misleading.
Export diversification hopes

are pinned on fruit and horti-

culture, including such manu-
factures as canned pineapples
and vegetables, along with tex-

tiles and clothing. The pro-
posed establishment of export
processing zones - two areas
have been identified - and of
“manufacturing-In-bond”
schemes could transform the
export outlook, but such pro-

grammes take five to 10 years
to yield results and it is ques-
tionable whether Kenya can
wait that long, given Its popu-
lation problem.
The other obvious export

option is the Preferential Trade
Area which in 1987 purchased
20 per cent of Kenyan exports.

There are two main obstacles
here: strong competition from
Zimbabwe and Mauritius and
the growing resentment of
PTA partners of both Kenya
and Zimbabwe which are
major regional exporters but
minimal importers.
A key ingredient in export

promotion continues to be
exchange rate policy. Kenya
has won high marks from the

IMF and World Bank for its

flexible exchange rate stance.

It has devalued some B0 par
cent against the US dollar

since the early 1980s, while on
a trade weighted basis the Ken-
yan shilling has declined more
than 30 per cent since 1982.

The key policy variable is

the real effective exchange rate
- the exchange rate adjusted
for inflation differentials with
trade-partner countries - and
this is 20 per cent lower today
than in 1962, which promotes
both competitiveness and prof-

itability in export activities.

Foreign investment seems
unlikely to make a major con-

Continued on following page
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Even inEurope
’re never too

biggest bank.

Kenya Commercial Bank believes in
action and progress; that is why we have
a Representative Office in London —
the world's financial centre.

With KCB's fast growing volume of
international trade business, world-wide
representation by correspondent banks
combined with the rapid growth of our
external customers, the London Office is

a logical move for closer relationship with
the international community.

KCB's London Office will serve
Kenyan and other international traders by
putting them in touch with potential trade
partners in Kenya and elsewhere in the
world. Visitors to London with now have
a friendly point of contact in the
bewildering world of high finance and
international trade.

For further informationcontactKCB
Ltd,,Representative Office. 24/25
NewBond Street .London W1 Y9HD.
Tel No. 01—493—4842 _
Telex 262537

OR
KCB Head Office
Marketing Department (£5gM &
P.O. Box 48400 Nairobi.

Tel. 339441 Telex 23085
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Julian Ozanne on President’s Moi's delicate balancing act

Political survivor braced
for testing times ahead

WHEN PRESIDENT Daniel
arap Moi stepped out of the
shadow of the late President
Jomo Kenyatta few observers

knew what to expect
Mr Moi had been a faithful

deputy for 11 years but it was a
post which carried little

responsibility.

A schoolteacher by training

but a politician since the late

1950s, Mr Moi had stayed Loy-

ally in the background. His
accession to office in August
1978, although smooth, took
place amid undercurrents of
tpnsinn

.

A group of senior politicians

attempted to change the consti-

tutional provision which
assured the succession of Mr
Moi, a member of a small
minority tribe, the Kalenjin,
and thus open up the possibil-

ity of another president from
the Kikuyu, the country’s larg-

est ethnic group.
The new president, however,

was to prove himself more
adept and determined than
many had 'anticipated. Adopt-

rights abused. Leading church
representatives, members of
the bar and academics have
been antagonised.

Perhaps the turning point in
what had been a fairly benign
administration ramt> with the

1982 coup attempt led byjunior
air force officers. Since then
Mr Moi has conducted a heavy
-handed clampdown on dis-

sent, real or imagined.
"The problem with a one-

party state like Kenya is that
there is no conceptual differ-

ence between dissent and dissi-

dence," says a political
observer.

Presidential power has been
further strengthened since the
General ljnpirHrm in Mpmh this

year. Parliament has lost its

government for the powerful
Kikuyu and widely regarded as
one of the few politicians with
sufficient authority and an
independent power base to
mount effective opposition to
the President
After the cabinet it was the

turn of the judiciary. In early
August, parliament rushed
through a constitutional
amendment giving the Presi-

dent power to dismiss High
Court and Appeal Court
judges.
The bill, which received

imanimnna aawnf and hardly
any debate, also strengthened
police powers by allowing
them to detain those arrested
on suspicion of capital offences
- which includes treason -

ing the slogan "Nyayo”. mean-
ing footsteps and implying con-

tinuity, Mr Moi first ensured a
stable transition after the Ken-
yatta era.

But since then he has moved
from transition to consolida-

tion. He has dispensed with
former dose advisers and gath-

ered around him a group of

hand-picked, trusted confi-

dantes who have helped stamp
Mr Moi's authority on the
nation.

In the course of this process

he has presided over the deli-

cate juggling operation of wid-

ening the tribal composition of

the political coalition by bring-

ing in leaders from other
tribes, such as the Luo, Masai,
Samba and Kalenjin, while at
the same time trying not to

alienate the Kikuyu, some of

whom see their hitherto privi-

leged position under threat
Economically he has also

done much to spread fixe bene-

fits of economic development
more evenly across the country
and encourage commercial
enterprise, traditionally the
preserve of the Kikuyu, among
other ethnic groups.
The wiannmr in which it has

been achieved, however, has
often been controversial, with
critics charging that debate
has been stifled and human

The President “Is a master at forming
alliances, dividing groups and ruling over •

them. But he Is scrupulous In keeping the tribal

balance. It’s a strategy which he sees an being
genuinely good for the country. He wants
Kenya to be stable and unargumentattve”

more outspoken MPs. the cabi-

net has been reshuffled, the
constitution amended and
moves made to clip the wings
of fixe judiciary and clergy.

The stringent curbs on inter-

nal opposition began during
the election campaign with the
introduction of the controver-
sial queuing system under
which members of the ruling
party, Kanu, queued in public
behind the polling booth for

the candidate of their choice.

This increased the power of
the party in the selection pro-
cess, enhanced the opportunity
for intimidation and alienated
the urban middle dam who
found file process personally
demeaning.
Amid widespread allegations

of ballot tigging and manipula-
tion, parliamentary critics of
the President like Martin Shi-

kuku were defeated.
In April Mr Moi reshuffled

his cabinet replacing Mr Mwai
KihaM as Vice-President with
former University Chancellor
Joeephat Karanja. Mir Kibahi.
whose political career stretches
bade to pre-independence, was
ftp leading spokesman in the

for up to 14 days before bring-

ing them to court.
Kanu has also recently been

reshaped and in the past two
months several political activ-

ists have been rounded up.
Raila Odinga* son of former
Vice-President, Mr Oginga
Odinga, who was released m
February after five years in
detention without trial, has
once again been detained.

Several others, including for-

mer MP Mr Kimani wa Nyoike,
have been jailed for partidpat-
ing in clandestine political

activity.
President Moi’s motives are

not clear, for the government
has not been under obvious
threat The armed forces com-
mander, General Mahmoud
Mohamed, a Kenyan of Somali
origin, has Mr Moi’s confi-
dence, and the army, air force
and police have been throughly
vetted since the 1982 coup
attempt
Although about 80 people

have been jailed after sum-
mary trials for their member-
ship of the opposition move-
ment Mwakenya, most
observers doubt whether the

takes pride in its

contribution to the economic
growth and advancement of

Kenya

The GEC Distribution and Control Group

GEC Meters Limited

GEC Switchgear Limited

GEC Transformers Limited

GEC Installation Equipment Limited

GEC Transmission and Distribution

Projects Limited

GEC Measurements Limited

GEC Electrical Projects Limited

GEC Industrial Controls Limited

will continue to supply
high quality products

and services to

THE KENYA POWERAND LIGHTING
COMPANY LIMITED

in support ofKenya's
future planned expansion

FOREIGN AFFAIRS

Close ties with the West

organisation poses a real

threat to the government or
mwmimds any support In the

country.
Despite fids, President Mol

remains extremely waxy of any
political dissent He is tireless

in his efforts to Triairrtete sup-
port at the grassroots and nip

opposition, real or suspected,

in the bud, and often raises the
bogey of subversives In the pay
of foreign masters.

In the meantime, whispering
campa |

grig iryTTTrrtaH at a tiis-

trict level against three Kikuyu
ministers, Mr Mwal xihaW, Mr
Waruru Kanja and Ur Kenneth
Matiba, have raised the pros-

pect of more cabinet changes
to come.
Mr Moi, says one political

observer, “is a master at form-
ing niTianffP«

l
dividing groups

ruling over ft»n But he is

scrupulous in keeping the
tribal balance. It’s a strategy
which he sees an being genu-
inely good for Kenya. He wants
Kenya to be stable ami anargu-
mentative.”
But the consolidation of his

personal authority and his
increasing reliance on hand
picked loyal proteges, like Mr
Nicholas Btwott, Minister of
Energy, Cabinet Secretary Mr
Joseph Arap Letting and Vice
President Karaxtfa, may also he
a reflection of a belief in State

House that testing times lie
ahftaH

Kenya's population will
almost double by 2000. Already
the shortage of arable land is

causing a drift to the burgeon-
ing shanty towns around Nai-
robi.

Unless 6m jobs can be cre-

ated, unemployment, urban
poverty, crime and disorder
could increase with the likeli- ,

hood of a parallel deterioration

in the situation
There are already worrying

signs of discontent, notably a
widespread outbreak of rioting

recently at university cam-
puses and colleges.

With an increase in the num-
ber of students and less
resources going towards educa-
tion, the sector is already
under considerable strain. As
graduate unemployment rises

and opportunities in the civil

service disappear students
could quickly become the focus
of a renewed challenge to the
status quo.

WHEN MRS Margaret
Thatcher visited Kenya earlier

this year she warmly endorsed
the record of President Daniel
arap Moi.
“We admire your country's

peace and stability, policies

which recognise the worth of
individual effort and personal
endeavour _ and an economy
in which private ownership
and private industry have been
encouraged," she told the Pres-
ident.

In many ways the meeting
between Mrs Thatcher and
President Moi was a meeting of
minds. She found a President
who emphasised the impor-
tance of the small business pex^
son, social order, discipline,
stability and prosperity at the
family level in a country
deeply imbued with capitalist

aspirations.

Mrs Thatcher did not express
concern, in public at least,

about Kenya’s human rights
record and in return President
Moi did not press her on South
Africa sanctions, an issue he
has never enthusiastically
endorsed.
Her Kenyan safari, daring

which she was met by large

and enthusiastic crowds,
marked a high point in rela-

tions between two countries
tied by history and commerce.

Kenya is one of the UK's
most important trading part-
ners in Black Africa and there

is an estimated £lbn of British

capital invested in the country.

St also has the second largest
rmmhor rtf nwrirUmt British and
former UK citizens on the con-
tinent
The well developed part of

Mombasa provides the British
navy with an important refit-

ting and resting post on the

African coast while three Brit-

ish army regiments a year
cany out military training and
exercises In Kenya.
The US is also granted basic

naval facilities at Mombasa
and provides some modest
security assistance to the mili-

tary. But Kenya’s strategic
importance in the region has
declined recently with the
reduced threat of Soviet expan-
sionism in Ethiopia and
Somalia.
For Britain and the US,

Kenya’s importance steins
largely from its position as a
pro-western capitalist bastion
of economic success which,
unlike it neighbours, shuns
ideological postures on geo-po-
litical

Relations with most Euro-

pean countries, particularly

Italy and West Germany
remain very good. Western

donors continue to regard

Kenya as country of stability

in a continent destabilised by

political upheavals and natural

disasters. ....

However, there are still

to be mended. One of

the first tasks for Dr Robert

Ouko. appointed Foreign Min-

ister earlier this year, is to

repair relations with Sweden
and Norway. „ .

Last year President Moi bad

to call oil his state visit to

these two countries, in the fece

of widespread anti-Kenyan feel-

ing in Scandinavia over human
rights abuses.
And in the past two months

there has been what amounts
to a counter attack, with Swe-

den and Norway bearing the

brunt of a populist outcry
against dissident activity

abroad and foreign interven-

tion at home.
After the BBC broadcast an

interview with Koigi Warn-
were, a prominent critic who is

resident in Norway, members
of the youth wing of Kanu.
Kenya's ruling party, staged a
demonstration outside the Nor- Continued on page 6

FISCAL POLICY

Squeeze on the public purse
whtt.b KENYA has generally
satisfied the International
Monetary Fund’s performance
criteria in terms of government
spending and borrowing and
credit ceilings, further cuts in
the budget deficit will be
needed before the Fund will
agree to an Enhanced Struc-
tural Adjustment Facility
(ESAF).
Kenya cut the deficit sub-

stantially from 8.1. per of
Gross Domestic Product is

has been revised upwards to
almost $40Qm or 4.5 per cent of
GDP compared with the budget
forecast of 3.4 per cent
The government has raised

its revenue target in antidpa-

cent below budget
Consequently, 8140m has

been cut from the development
budget and if Kenya can meet
these tighter spending targets,

overall government spending

To flutter Increase state revenues above the

current level of 23 per cent of GDP would
probably inhibit private sector growth

1986-87 to 4.4 per cent last year,
but this was achieved only by
delaying payments for expendi-
tures already incurred to the
tune of about 9110m.
Had these been jnrindud in

the fiscal year to June 1988,
then Kenya would have over-
shot its IMF fiscal ceiling by
more than 1 per cent of GDP.
Officials deny that the pay-
ments were delayed in order to
meet the IMF target, arguing
that such payment car-
ry-overs occur often.

The need to deal with the
problem is acknowledged both
in the revised fiscal targets for
1988-89 and the anticipated
introduction next year of cost-

sharing arrangements in edu-
cation and health. The budget
deficit for the year to June 1989

tiou of some inflow of user-fee

income in the first half of 1969.

But with projected aid inflows
having been lowered by $l65m,
total revenue, including
grants, is forecast to be 7 per

will fall below 30 per cent of

GDP compared with more than
33 per cent in 1987.

The Kenyans believe, almost
certainly correctly, that to

push state revenues above 25

BALANCE OF PAYMRNT($m)

Exports
Imports
Balance
Services (net)

Transfers (net)

Current account

CAPITAL ACCOUNT'
Private
Pi*Hc
Short-term .

Net Capital
Overall Hatancs

big contributions especially
towards capital developmenttowards capital
costs.

Tony Hawkins

Africa’s role model Continued from Page 1

tributfon in the near future.
There has been little follow-up
to the Confederation of British
Industry's investment confer-
ence held in London early this

year.
However, with the trade defi-

cit averaging 3400m in recent
years and rising to $714m last

year, the country is heavily
reliant on aid inflows, and
external capital requirements
are projected at some 85bn dur-
ing the 1988-92 period. Fortu-
nately Kenya enjoys a special
relationship with the donor
community, largely as a result
of its past performance and its
reformist policy framework.
Accordingly, the tingriring can
has been virtually closed by
existing aid commitments of
more than $4.6 bn.
Foreign debt obligations are

a severe burden too. Kenya’s
foreign debt, indtiding undis-
bursed amounts but «acinfling

private sector borrowings,
totalled $5.2bn last year with a
debt-service ratio of 37 per
cent

If private sector payments
are taken into account the
debtservfee ratio exceeded 40
per cent but Is projected to fell

below 30 per cent in the early
1990s. The combination of a
current account deficit averag-

as wall a stamp of approval
that would improve access to
low-cost World Bank funding.
The IMF negotiations report-

edly ran into problems over
plans for further budget deficit

reductions. This Is a politically

Kenya relies on aid. Fortunately It Is on good
terms with the donor community, largely as a
result of Its past record and its reform policies

tog more than 3500m annually
and debt repayments of a fur-

ther SSOOm a year, highlight
both the fragility of the exter-
nal payments position and the
ongoing reliance on aid.

Maintaining favour with
multilateral donors - notably
the Fund and the World Bank
- is not going to be easy as
illustrated fry the recent nego-
tiations over Kenya’s request
for an Enhanced Structural
Adjustment Facility (ESAF),
which gives access to lower
cost, longer-term IMF funding

sensitive area with the Ken-
yans undertaking a pro-
gramme of budget rationalisa-
tion that includes levying
user-charges for social services
such as education and health.
A farther question mark on

both the budgetary and aid
fronts concerns Kenya’s capac-
ity to absorb aid. Hopefully
this can be partially overcome
by the shift from project to pro-
gramme and sector aid.
In 1988, real economic

growth is estimated at close to
5 per cent, slightly up from 4£

per cent in 1987, but with infla-

tion rising from 7 per cent last

year to close on 10 per cent

With investment maintain-
ing its recovery, the economy
should come close to the target

5.4 per cent expansion rate
over the next few years, so
Long as there are no further

nasty setbacks to coffee and
tea prices and policy imple-
mentation can be kept on
course.

Whether this wifi be enough
to prevent an escalating unem-
ployment crisis in the 1990s
remains to be seen.

In any event, Kenya deserves’
credit for its bold and realistic
strategies. If ft’.iafr ntak£3fleai

1

work - a formidable task
given the population and bal-

ance of payments constraints
- not only will it enhance its

African “showpiece” Image but
it will also have a positive
demonstration effect convinc-
ing others of the viability and
desirability of structural
reform.

Facing the future with
, confidence.As Kenya grows so

does the need for more food.

For 80 years

we’ve been developing the

Unga Group of Companies

to meet the requirements,

the demands, that

feeding a growing Nation

such as Kenya requires.

We produce maize meal, wheat

flour; bread, pastas, cereals,

edible oils, pet foods, animal

feeds and veterinary products.

In fact today we are

the largest wholly owned Kenyan

agro-food conglomerate in the country

This year a$ Kenya celebrates its 23th year of

Independence, every company within the Group is ready

to accept the challenge, the responsibility that the next 23

years wifi bring. All of us are facing the future with confidence.
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wegian embassy in Nairobi.

Senior politicians have also

called on tho government to

break off relations with coup.

tries which harbour political y
dissidents-

But so for the deterioration

has not reached crisis point

Indeed. Scandinavian diplo-

mats say despite their concern

about human rights contacts

with Ministry officials remain

cordial.

Deeper problems fie clow to

home. The absence of Presi-

dent Yoweri Museveni of

Uganda and Prime Minister

Sadiq el Mahdi of Sudan and

any of their senior colleagues

at celebrations to mark Prest .

dents Moi's 10th anniversary in

power had more than symbolic
importance.
Tensions with Sudan remain

acute. Recently Sudanese
Prime Minister Sadiq el Mahdi
accused Kenya of forming a
conspiracy with the Interna-

tional trading company, Lon-

rho. and backing the Sudanese
People's Liberation Army to

exploit the potential oil

reserves of southern Sudan.

Sudan also continues to raise

the problem of the Demi trian-

per cent of GDP — the current

figure is 23 per cent - would
Inhibit private sector growth.

Accordingly, in tandem with
the politically sensitive strat-

egy of user charges for social

services, both the size and effi-

ciency of government spending

Is under scrutiny.

An obvious, but also politi-

cally difficult target, is the sire

of the civil service. The IMF
programme requires Kenya to

“contain" the growth of the
public service, while maintain-

lng a tight wage policy - a
euphemism for a further
decline in public sector real
fiaminga in the public sector.

At the same time, there Is

scope for increasing revenue
without raising tax rates. The
effective rate of sales tax col-

lections is only 17 per cent

compared with an average rate

of 31 per cent. But the main
thrust on the revenue side con-

cerns cost recovery. In educa-

tion, for instance, user charges

account for no more than 2 per
cant of total spending; parents
and local communities make;
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national engine oT economic
Broffth ana devetopment.

It
.
accounts - for. mproti

“ntely 31 .per cent of Gross
Domestic Product, employs
—

; W UK iMUIUIt-
“®« contributes 65 per cent of

earnings provides
all the country's food

7rvXP& sector has-pmajor role
to play'if the countxy Is to
“*©t the challenge of a 5.6 per
cent annual economic growth.
gafl' satisfy the demands of a
population expanding at a rate
of3L7 per cent
By 2000, says the govern'

pent
, Kenya's farmers -most

Provide food security for a pop-
ulation which will have almost
doubled to 35m. The sector
most generate farm family
incomes that grow by at least 5
Per cent a year, absorb new
form workers at a rate of 3 per

budgetary itew*# and
reduce delays In paying farm-
6IS
Reduce the public sector rote

in marketing
Reform and cttvest selected

stete-ovraedcoiparatioiis

M Improve agricultural credit

Significant progress has
been, made in many of these
areas, particularly In price
incentives to farmers. Earlier
this year the

.
government

announced increased producer
prices for maize, wheat, cotton

cent to 22.4 per cent
The government has also

introduced cost recovery mea-
sures In areas such as live-
stock dipping and increased
the price of fertiliser and
streamlined its distribution
and supply. The avaflabflity of
fertiliser has increased by 40

In the face of falling commodity prices, Kenya’s
sensitivity to climatic changes and rapid

urbanisation,: the challenges facing farmers is

gre^jL By 2000 they must provide food security
to a population which wm have doubled to 35m

cent d year and' supply export
crops for a. 150 per cent
increase in agricultural export
eamlngB

In tim face of felling interna-
tional commodity prices,
Kenya's sensitivity to cmwrtfe
changes, rapid urbanisation
and pressure on scarce arable
land, tire challenge is formida-
ble.

In the decade after indepen-
dence, Kenya's agricultural
sector averaged 4.6 per cent
growth, largely fuelled by the
easy option of expanding acre-

age under cultivation in areas
of high to medium potential
land.
But as these options ran oat

in the 1970s and early 1960%
the sector went into decline
avexasdmr an annual 2-3 ner
cent growth. Government
intervention in marketing; pri-

cing and In the supply Of
inputs through top heavy state'

—owned companies and a lack
of direction in policy planning
exacerbated this dedinh:
Bat three years agn the gov-

ernment emhatioed <m its amM-'
tious Agricultural Sector
Adjustment ' Programme,
backed by substantial support

from the World Bank and other
donors. Its objectives are to:

hnproyB the use and distri-

bution of inputs, especially fer-

tiliser, among smallholders -

Maintain attractive producer

per cent same 1984.

Reform and restructuring of
major state-owned companies.
Eke the National Cereals and
Produce Board, the Kenya
Meat Commission, the South
Nyanza Sugar Company and
the National Irrigation Board,
are also under way.
The sector has responded

well to these eariy measures.
Agricultural output grew by 5
per cent in 1966 and 33 per
cent In 1967.
Last year’s slightly poorer

performance was a result of a
drop in world prices for coffee
and tea, Kenya’s two leading
agricultural foreign exchange
earners, and erratic rains,
which affected production of
wheat, maize and coffee.
Production of pyrethrum

Increased 26 per cent and sugar
cane output rose fay 4 per cent,
both continuing their strong
recovery since 1984. Output of
ready made tea. Which has
mote than doubled since 1981
-82, continued to set records,
rising by 13 per cent during the
1966-87 crap year, and is due
to increase farther tins year.
In policy tmiw Kenya Tm«

come a tong way in a short
time, but the slow implementa-
tion of derisions already taken
threaten to severely constrain
these good Intentions and the
potential benefits to sustaining
agricultural development.

restructuring of the NCPB and
the Kenya Agricultural
Research Institute have
become grounded in the
bureaucratic maze that domi-
nates policy making wp<i imple-
mentation.
There is little effective co

-ordination between the
seven ministries, five national
co-operatives and more than
40 statutory boards and agen-
cies involved in implementing
agricultural policy. Also, there
is no established system for
evaluating and monitoring the
progress of reform.
Given the shortage of arable

land, only 6.6 per cent of
Kenya’s 44L8m hectares is clas-

sified as medium to high poten-
tial.

Practical policies aimed at
encouraging smallholder fann-
ers, who account for about 75
per cent of total output, to
adopt more productive prac-
tices by expanding extension
services and credit facilities
have .been slow in reaching
their target, while research
into high yield new varieties
and farming practices have
been held up by the slow pace
of reform.

Kenya is to maintain its

good performance in food self

sufficiency in the face of its

population explosion the gov-
ernment will have to mount a
concerted effort to close the
gap between potential yields
and existing yields. This will

be the only way to achieve real
per capita growth and increase
export earnings," comments an
agriculturalist.

Sustained and increased
quality and crop yields are par-
ticularly important for Kenya’s
main agricultural foreign
exchange earners, coffee, tea
and horticulture.

Horticulture, for example, is

a flourishing private industry
in Kenya with substantial
export potential for fruit, vege-
tables and fresh cut flowers in
the European market

In 1967, 363m kg of horticul-
tural exports, valued at
Ksh900m, were exported to
Britain, West Germany, France
.and Holland - a 43 per cent
increase in value but only a 1
per cent increase in. volume
compared with 1986.

Kenya’s farmers have tradi-

tionally reacted positively -to

.favourable incentives,;Rut the
constraints presently holding

‘

back the agricultural sector
will have to be addressed
urgently if the nation is to har-
ness the formidable energies of
its enterprising private sector
to the goals of increasing the
standard of living through an
agricultural -led growth.

KENYA HAS a lot of Its

economic hopes riding an the
development of its ffyfee and
tea industry.

The two commodities cur-

rently produce 323 per cent of
total agricultural value using
only 45 per cent of the total

land area. And, as the second
and third largest foreign
exchange winners after tour-
ion, they account for about 50
per cent of export earnings.

The government has placed

great emphasis on expanding
these labour intensive crops,

largely because of the rapid
population growth and the
need to create Jobs in the rural

sector to stem the flow of peo-
ple into the cities.

But even more pressing is

the fact that with the balance
of payments deficits Hkely to
continue well Into the 1990s,

coffee and tea production will

be vital for maintaining foreign
wnhangp earnings.
“The need to expand agricul-

ture’s net export earnings
requires an expansion of tea,

coffee and horticultural pro-
duction and other crops:

tea and veset&bl&S earn
five to 10 times the foreign
exchange per hectare than can
be saved by import substitu-

tion for food grains,” says a
1986 government report
The authorities have set out

an ambitious expansion pro-

gramme to almost triple coffee

and tea production by 2000 by
increasing acreage under culti-

vation and boosting crop
yields. Smallholders, who grow
almost half of Kenya's tea and
62 per cent of its coffee, are the
focus of the development
plans.
But there are powerful con-

straints operating to frustrate

these objectives. Some, like

tumbling international com-
modity prices and erratic
weather, are beyond the gov-

ernment’s control. Bnt many
others are home grown prob-
lems which need urgent atten-
tion.

The coffee sector Is the more
problematic of the two crops.

In 1987 production fell by 8.7

per cent from the previous
year to 104300 tonnes, while
the reintroduction of export
quotas by the International
Coffee Organisation (ICO) last

year after a brief spell of free

trade, forced down export earn-

ings from the crop from 73bn
shillings to 5tm shillings.

According to the Coffee
Board of Kenya (CBK), output
is expected to rise to about
124,000 tonnes (2m bags) this

»» «*»

Harvest Urns at a coffee plantation near Thfica

year. Yet, while Kenya was
given a 40,000 bag increase in
its quota at the ICO meeting in

September, the board says that
it will be unable to sell half of
the 3.1m bags currently in
stock.

If sales are not increased sig-

nificantly in the non-quota
markets the CBK may soon be
faced with a heavy bill for stor-

age.
Furthermore, with declining

prices formers say that in 1987
-88 the average cost of produ-
cing a tonne of coffee has
exceeded the net average price

received by growers and that
the incentives to increase pro-

duction in line with govern-
ment targets are becoming
very marginal.
They complain that a selec-

tive government export tax on
coffee, which accounts for
about 10 per cent of gross pro-
ceeds, acts as a penalty on pro-
duction.
And, according to agricul-

tural experts, small-scale form-
ers, the baakhnne of the Indus-
try, have over the past few
years suffered from decreasing

yields as a result of an ineffi-
riant coffee marketing system.
The network of coffee coop-

eratives which serve small
formers have been held back
by poor management, weak
financial controls, excessive
deductions for marketing costs,

late payments to producers and
political interference with co
-operative management and
credit allocation.

The increasingly predatory
role of the CBK, itself subject

to substantial political interfer-

ence in appointments of key
management staff, is threaten-

ing to suffocate the private sec-

tor. Many formers believe CBK
haa rfaaigna on the hitherto pri-

vate control of miffing and cof-

fee auctioning carried out by
tiie Kenya Planters' Co-opera-
tive Union.
Kenya's tea industry has

been relatively free of such
interference and according to a
world bank report “continues
to stand as an example of
Kenya's potential for excel-
lence”.
This has been largely due to

the remarkable record of the

Kenya Tea Development
Authority, a semi-autonomous
government institution which
has become a model for devoir

oping small-scale agriculture
anil stimulating rural employ-
ment.
KTDA is solely responsible

for providing small tea growers
with inputs and technical
advice and pays them a price
directly tied to the sale price of
tea on the world market.
Backed by substantial political

support the authority has been
successful in stimulating par-
ticipation of farmers in the
ownership and running oflocal
factories. Arid, unlike the cof-

fee industry,- formers say they
receive their payments regu-
larly and on time.
Kenya is the world’s third

hugest tea producer after India
and Sri Lanka and since 1981

production has more than dou-
bled. Last year production rose
8.7 per cent to a record 155300
tonnes from 143300 tonnes in
1966. Output is expected to top
about 160,000 tonnes this year.
Smallholder yields also

increased 10.5 per cent per

hectare between 1966 and last

year - mostly as a result of
Increased availability of fertil-

iser.

The tea sector has been more
harshly affected by world mar-
ket forces than coffee. At the
Mombasa auctions - which
account for more than half of
tea exports - prices were
down 20 per cent last year from
an average of Ksh2736 in 1966
to Ksh2130.

Exports took a further bat-

tering last year when Pakistan,

the second largest customs: for

Kenyan teas after Britain,
restricted imports from Kenya
because of a growing trade
imbalance. Other East African
countries, like Uganda and
Tanzania, were quick to exploit

Kenya's misfortune.

While Kenya has continued
to boost sales to Britain,
exporting 48 per cent of its

crop there in 1987 and becom-
ing Britain’s largest supplier
accounting for 25 per cent of
total consumption, the Tea
Board of Kenya has been
forced to look for new markets,
particularly in the US, Soviet
Union, Iran and Saudi Arabia.

KTDA’s shining record since

independence has been threat-

ened recently by the govern-
ment’s increasing attempts to
determine key appointments of
senior officials.

This has weakened, the man-
agement structure and inhib-

ited decision making, particu-

larly in financial matters, and
comes at a crucial time when
the authority has been hit with
the burden of servicing sub-
stantial loans incurred in the
1970s when the exchange rate
was more favourable.

KTDA has also been saddled
with processing tea produced
in the Nyayo Tea Zones, a gov-
ernment project to protect
indigenous forests from
Mim«ffhnu»nt; by smallholders
by establishing a tea belt
around Kenya’s forests. Roads
and factories have failed to
materialise and the authority
has had to step in to support
this project

“In both coffee and tea the
government must draw a clear

line between the public and
private sector roles to encour-

age formers and lend security

to the industry. Otherwise the
expansion plans will remain
firmly where they are - on
paper,” says an agricultural

analyst

Julian Ozanne
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HOW BICC IS HELPING KENYA'S

ECONOMIC DEVELOPMENT

BICC is playing a vital role in helping to

bring national and international direct dialling

and telex to all parts of Kenya.

The Kenya Posts and Blecommunicafons

Corporation has a National Development Plan

which is designed to bring modem communi-

cations systems to the rural areas of the

country.

This involves a massive infrastructure de-

velopment using both aerial and underground

telecommunications cables and dropwires.

As manufacturer and supplier of these

cables we, at BICC, are drawing on our

extensive experience of supplying communi-

cations cables throughout the world.

We believe our capability and reputation

as a high quality cable supplier is second to

none. And we are determined to maintain it

We are naturally proud to be playing a

part in this massive Kenyan enterprise: an

enterprise that will benefit not only rural

communities but Business and Government

subscribers throughout the land.

For more information please write to:

Mr W. Wagstaff, BICC Cables Limited,

Communications & Electronics Division,

Helsby, Warrington,WA6 0DJ. Tel: 09282 2700

Telex: 628811 BICC G Fax: 09282 4374.

ENGINEERING
TOMORROW’S WORLD
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Tony Hawkins on the formidable challenges facing the authorities in realigning the economy

A strategy for export-led industrialisation
HEAVY dependence on
tourism, coffee and tea for its

.foreign currency earnings
underscores Kenya’s need for
an export-oriented industrial
strategy.

While manufacturing has
been the fastest growing sector
of the economy since indepen-
dence, increasing its share in

1970s. averaging some 6 per

cent a year over the past 10

years and faffing further to 5

per cent annually since 1984.

jn the immediate post-inde-

pendence years, industry was
favoured by an overvalued

exchange rate, which kept
imports out, and subsidised
interest rates that encouraged

Kenya must attract more investment, boost

jobs and improve efficiency if it is to meet
growth targets for the rest of the century

Gross Domestic Product from 7
per cent in 1964 to 133 per emit
in 1987, in recent years expan-
sion has slowed and fallen
behind target growth rates.

After expanding at 11 per
cent annually in the first

decade of independence, indus-

trial growth slowed in response
to the oil price increases in the

new investment and direct gov-

ernment participation in indus-

trial development
But from the mid-1970s, the

environment deteriorated
reflecting slower agricultural
expansion, the break-up in 1977

of the East African Community
and the inevitable structural

problems resulting from an

import-substitution strategy.

By 1985 the share of imports
in total domestic supply had
virtually halved to 19 per cent
from 36 per cent in 1980.

Import substitution was
responsible for some two-thirds

of industrial growth between
1976 and 1985 with the balance
emanating from domestic mar-
ket growth. Exports actually

declined during this period
with their share in manufac-

turing production falling

steeply from more than 22 per
cent in 1972 to 7.5 per cent in

1385.
Import substitution is by its

very nature a deadend strat-

egy, especially in a small mar-
ket like Kenya; as import
ratios fall so the opportunities

for further expansion are
reduced.
But this is only part of the

story. The iron law of import
substitution industrialisation

holds that even after high lev-

els of import-replacement.
manufacturing remains a net

user of foreign exchange.
Kenya's manufactured

exports earn only about 13 per
cent of the foreign exchange
used by industry - a very
weak performance compared
with 50 per cent in Zimbabwe.
This highlights the need for

export-led industrialisation. It

seems clear that manufactur-
ing will reach the targeted
growth rate of 7 per cent annu-
ally only if it can make the
break into export markets, ini-

tially within the Preferential
Trade Area but subsequently
into world markets.
The 1966 Sessional Paper

called for a restructured manu-
facturing sector capable of
employing more workers in
high productivity areas and of
penetrating foreign trtarkptfi

The policy paper identified

three iwgrpriipnts for

sustained Industrialisation in
Kenya - a larger and more
rapidly-expanding domestic
market, a more efficient, low-
cost high-productivity indus-
trial sector and a larger supply
of entrepreneurs.
The central policy reform is,

of course, import liberalisation

and while imports in three of
the five categories have been
liberalised, managers say there

Head Office: Cedex44 - 92077 PARIS LA DEFENSE - TeL 42915291

HAPPY
25TH ANNIVERSARY

TO KENYA!
We are proud to be associated with

Kenya's exemplary RURAL
TELECOMMUNICATIONS AUTOMATION
programme, through the supply of UK made

Digital Switching and Transmission Equipment.

The success of this programme serves a model

for developing countries everywhere.

We salute this splendid example of UK—Kenyan
co-operation brought about by excellent

support from Kenyan and British

Government Departments.

COMMUNICATION SUPPLIES LIMITED

101 GL Portland Street

London W.L
P.O. Box 40076
Nairobi, Kenya

Loading imports by category ($m)
-

Imports by countryfKCm)
1885 1988 1887 Value % of total

Food/Beverages 133 143 119 UK 244 17.1

Industrial supplies 430 503 570 UAE 229 16.0

Fuels/lubricants 458 294 343 Japan 156 10.9

Plsnt/machinery 219 314 389 West Germany 116 83
Transport equipment 148 320 232 US 101 7.0

Consumer items 66 74 86 France 96 6.8

Total 1.456 1.649 1.739 Rest of Africa 43 3.0
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has been no discernible
improvement in the speed at
which import licences and for-

eign exchange allocations are
issued.
The good news for Kenyan
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industry, according to a recent
World Bank study, is that a
high proportion of manufoctur-
ingis competitive in relation to
imports, particularly foods,
beverages, tobacco and some
basic toiletries. However, such
products are still not suffi-
ciently competitive in export
markets.

Proposals to boost nan-tradi-

tional exports include
increased compensation (subsi-

dies) for exporters, an export
finance guarantee scheme, a
“green" channel that would
cut red tape and, most impor-
tant of all, the establishment of
export processing zones and of
a manufacturing-in-bond
scheme.
Even if an export break-

through can be achieved by the
more efficient companies, it

will be necessary to rationalise

production and substantially
improve efficiency in heavy
industry, such as steel, metals,

chemicals, transport equip-
ment and electrical goods.

Pineapples, canned
000 tonnes
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Price control - probably the
second of industry’s three
main complaints — is being
slowly phased out but here too
there are complaints over tim-
ing. Nonetheless, it is recog-
nised that a major problem has
been the decline in industrial
investment, at least partially

Kenyan products are
still not competitive in

export markets

attributable to price controls.
It is estimated that Kenya’s
industrial capital stock has
declined more than 15 per cent
in the past decade.

Substantially higher invest-

ment is a key to industrial
growth. Given the evident
reluctance of foreign investors
to start new ventures in
Kenya, the onus is on the gov
eminent to further cut its bud-

get deficit and offer new and
better incentives while improv-

ing the financial sector s

investment capability.

The third key problem iden-

tified by industrialists is the

delay in securing dividend

remittances. At the same time,

a lower corporate tax rate and
faster dividend repatriation
would improve the investment
climate.

While indigenisation of man-
ufacturing remains an impor-

tant government priority,

Kenya has learned that state

ownership of industry is not

the way to achieve it- The 1986

Sessional Paper calls for the

divestment of some public

enterprises which, if busi-

nesses arc sold to Kenyans,

would increase local owner-

ship. while simultaneously tak-

ing steps to strengthen small-

scale industrial enterprises.

Kenyan industry faces formi-

dable challenges in the 1890s.

Its post-Independence growth
rate of some 4 per cent annu-
ally is little more than half the

7 per cent projected for the rest

of the century and if It is going

to fulfil the role reserved for it

in the development plan,

increased investment, effi-

ciency and job-generation must
be achieved.
The fact that no other Afri-

can country - Mauritius
excluded - has yet managed
to make the transition to sus-

tained export-led growth
underscores the enormity of

the challenge.
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Small-scale industries

Sector inhibited by
a skills shortage

IF UNEMPLOYMENT is to be
contained at the 1984 level of

13 per cent Kenya needs to
create some 5£m jobs by 2000.

Even the most optimistic pro-
jections imply that the formal
wage sector will - at best -
generate l~2m jobs leaving
small-scale agriculture, rural
non-farming activities and the

urban informal sector to create
between them more than 4m
jobs.

The government’s Sessional
Paper on economic policy iden-
tifies three sectors to be
encouraged: export-oriented
manufacturing; efficient
import substitution; and
small-scale employment-inten-
sive industry.

Small-scale industrial activ-

ity will do best, it argues, in an
openly competitive environ-
ment with the government's
role confined largely to
enabling activities such as the
creation of the necessary infra-

structure, the provision of
more relevant training in
entrepreneurial skills and,
importantly, more effective
measures to channel credit to
new entrepreneurs.

In the past the small-scale
sector has been the main
vehicle used to indigenise
industry. Two distinct sub-sec-
tors are identified: modem
small-scale companies employ-
ing between 10 and 50 workers
and the so-called micro-enter-

prises or informal sector
proper, employing less than 10
people.

The record to date is less
than encouraging. The small-

scale sector’s share in total

industrial output fell from 17
per cent in the early 1970s to 7
per cent in 1980 but, despite
this, the micro-enterprise sec-

tor has expanded employment
at an impressive 12 per cent
annually.
Even so, the entire small-

scale sector, embracing both
categories, accounts for only 12
per cent of total manufacturing
employment compared with
more than 60 per cent in
Nigeria, 50 per cent in Sierra

The justification for a
small-scale strategy is

beyond question

Leone and between 20 per cent
and 30 pm cent in Latin Ameri-
can and Asian countries.

Particularly worrisome, too,
is the failure of small-scale
companies to reach adulthood.
The state-established Kenya
Industrial Estates (KGB) has
funded about 800 small ven-
tures of which less than 5 per
cent achieved sustained
growth. The same story is true
at the micro-enterprise level
where very few operations
breach the size barrier into the
category of employing more
than 10 workers.
This is particularly disap-

pointing given the investment
of an estimated $35m in the
small-scale sector over the past

20 years with research suggest-
ing a success rate of less than
50 per cent. Some critics
believe that, to date, the larger
small-scale enterprises (In the
10-50 workers category) have

received too much rather than
too little help and since 1984 a
harder-headed strategy has
been adopted.
The main reason for the poor

performance to date is said to
be the shortage of entrepre-
neurial skills which will be a
tough nut to crack in the 1990s.

but a problem that must be
solved if the job strategy is to
succeed.

Clearly,- at both levels of
small enterprise, more effective

credit provision schemes are
going to be crucial. It costs just
over $200 to create a job in the
informal sector, nearfy $6,000
in small-scale enterprise and
$22,000 in modern large-scale
manufacturing. Given these
numbers, the justification for
the small-scale strategy is

beyond question. The trick is
to make it work.

Tony Hawkins

Kenyahas beenan
economic success story

Make sure you are, too
To many people investment is a complicated business.

Especiallywhen you live ina countrywhich isn’t yetone of

themain financial centresoftheworid. But thereisonc firm

ofFinancialAdviserswho arc inan excellentpositiontohelp
and adviseyou — because they liveandwork In Kenya, too.

Finexco consultantsunderstandyour needs,yourambitions

andyour difficulties, yet throughaglobalnetworkofoffices

theyalsohaveaccess 10 the latestdevelopments throughout

the investment world.

Finexco arecommitted toKenyaandsince 1985 havehada
large,and growing, presence in the country.Whetheryou’re
an expatriate or a life-long resident with overseas funds,

your local consultant will be able to advise you on awide

range ofinvestment opportunities. So, formore Information

on how Finexco could help you, ring the office on Nairobi

334737 or write to the address below.

FINEXCO
— COMMITTED TO KENYA.
Finexco, 6th Floor, Phoenix House, Kenyatca Avenue,

PO Bax 44249, Nairobi, Kenya. Telephone. 334737.

Finexcoworldwide groupofcompanies
Main regional offices In

Guernsey. Nairobi. Brands,Hoag Kaos. Baatftok. DutaL

Group OperationalHadquMBt
Finexco International Ltd,PO Bo* 193. Sydney Vane Boose.

RuednCommerce, Sc. IVrer Port, Guernsey, CJ.

Telephone: 481 713100. .

KENYA
— that is why we offer

an attractive package of
investment incentives to

Foreign Investors

For further details please contact:

The Managing Director

INVESTMENT
PROMOTION CENTRE

P.O. BOX 55704 TEL 21401 NAIROBI
TELEX BIASHARA 25460

AIR CARGO -
WITHOUT THE
HEADACHES

Air Courier

• Horticulture Products
I

• Personal effects

TIMDEUJII1DS
I EXPRESS

P.O- Box 42474
NAIROBI. KENYA
TEL: 23071/22Q00TX: 22823
SiTA: NBOTOSE
FAX: 721209

THE CHAIRMAN, DIRECTORS AND STAFF OF

Trust Bank Ltd.
SALUTE AND CONGRATULATE

HIS EXCELLENCY THE PRESIDENT
HON. DANIEL TOROITICH ARAP MOI, C.G.IL, MPAND THE PEOPLE OF THE REPUBLIC OFKENYA ON THIS JOYOUS OCCASION'

RicksbacD
CHINESE RESTAURANT

FEDHA TOWERSKAUNOA STREET. FIRSTFLOOR
P.O. BOX48255NAIROBI. TEL 236041333229

When you'renextin the heartofNairobi-
KARIBU .« which means You're Welcome.
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Tony Hawkins examines moves to liberalise the banking sector

The long road to a free market
KKNYA'sfinaNCIAL sector
“Jatne throes of to-reaching
jrawms reflecting a shift away
jnnzi controls to' a mote llexi-

RmI and nominal exchange rate
•

(Index 1980=100)

tj**® War banks Haro
2*n m the frontline erf the
government's stahnqatjf^ Tfff>-

stow inflation and encourage

_During"the 1986-87 period™ money supply grew at

urse

_,,r . «h» nwiuHUJT.
• v*® government borrowing
jccdti^ig te 40 per cento!

in 1988 and
>wo4frmi&lii 1987.
VThe aniharitlBg responded

attack on
fmpdeing a' 10

-P^ cent annual growth rate of
bmik tendtog <0,8 per cent a

Treasury Bonds, carrying an
effective interest rate of 16-5
Pfir cent for five year money.
fa a market where the maxi-®um bank rate is 15

per cent,
-

tins gave r>» to an
immediate outflow of
from the htmfcn iTT+n flw hfififlp.
The smew was tighten™* far-
ther earlier thin year when
bank capital adequacy ratios
were raised from. 5 per cent to
^per cent of total deposit Ha-
hlHnea. The result was that
money growth halved so that
by mid-1988 domestic credit
was some $50m below the ceD-
fag agreed with the IMF.
..The main reason far this was
the reduction in government
bank borrowing reflecting the

Beat effective rate

% change
Nominal effective rats

% change
US dollar rate
% change

'

* Exchinga mat «ra annual i

success of the Treasury Bond
issue in tapping non-bank
sources of finance. With the
Fund having subsequently
agreed to higher credit cei£-

ing& bankers say it wfll now
be possible to nudge the rate of
credit growth up to 13 per cent
in 1989, a move which is Hkeiy
to be necessary anyway to
accommodate an increased
budget deficit
One adverse consequence of

the Uqukfity squeeze, has been'
the advent of extremely vola-
tile tnteriumlf nwrirntg unth
rate far 90day money, fluctuat-
ing in recent weeks between a
low of 6 per cent and a high of
16,per cent
The Banyan authorities have

kept interest rates positive in
real terms since 1984 far policy
reasons, with the rainiwinm
deposit rate currently standing
at 10 per cent, while inflation
is estimated at no mean than g
per cent. In a tight market
mime rifentg have been bor-
rowing at a real interest rate of
around 5 per cent, while sec-

ond-rank borrowers have been
forced into the fiwmw* houses
(non-bank financial institu-

1984 1S85 1966 1967

101.7 100.3 87.0 78.6

7.1 -1.4 -1&3 -0.7

90J) 88.6 77.1 71.8

BjO -44 -11.0 -7.1

5i .a 45.3 46.9 45.3
-7.3 -124 1.3 -IS

w
nwabMtoa

.

tions) at nwmfrmi rates ranging
from between 18 per cent to 24
per emit
Because most of the banks

operate NBFTb as subsidiaries,

this has helped them to main-
tarn profit margins despite the
rise m the cost of their fimds.
In addition to the use of

monetary policy for demand

meats and a stronger supervi-

sion department at the Bank of
Kenya,
The hanks themselves are

actively involved in efforts to
develop new financial instru-

ments and create the active

secondary markets necessary
for efficient open-market
operations by the authorities.

One pre-requisite is new
legislation to allow spectotisprt

institutions, like Merchant
Banks and Discount Houses, to
be established as a m«*n« of
generating an active market in
financial paper.
Once a secondary market is

operational far trading in gov-
ernment securities, the way
will be open to extend its cov-
erage to include bankers'
acceptances, trade bills and

In the past year banks have been In the

frontline of the government’s stabilisation

programme with monetary policy being used to

squeeze demand, tackle inflation and
• encourage savings

management, the authorities
have embarked on tom^nm
gfrafpgteg aimed at strengthen-

ing the role of market forces in
the financial sector. These
include the introduction of a 6
per cent cash ratio, the estab-

lishment of a discount window
at the central bank, more vari-

ety in the maturity and nature
of government debt instrn-

certificates of deposit. Bankers
are also critical of the “dual
ratio” policy of money supply
management - the 20 per cent
hquir y ratio anil the s per
cent cash ratio - and have
suggested that the latter be
reduced or abolished alto-
gether.
The market is dominated by

the government-owned Kenya

Julian Ozanne on the government's crisis of numbers

Population and labour force
Md-year estimates
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* WORLD LEADER
, IN INSPECTION SERVICES

^
Established in Kenya since 1950

CONGRATULATIONS.
:

’’

TO

PRESIDENT DANIELARAP MOI
AND

THE PEOPLE OF KENYA
ON

25 YEARS OF INDEPENDENCE

SocMta GAnAraie do Surveillance SJL Geneva, Switzerland

KENYA DELUXE SAFARI

: Our 14 day luxury TGfaru’ safari starts at the

' Norfolk Hotel in Nairobi and journeys to

the best game parks and lodges, escorted

by an expatriate safari expert, in comfortable

• minibuses at prices from £1398 full board,
' flights by British Airways.

Our brochure has
(

details plus a wide Lk
choice of exciting

safaris and beach

OXU. Ol -ps-3648 HftVES Oddi
200 SJoane St SW1 wewg-g mwmm#HRV£Son0
&RTA 34187 ATOL U75 TRAVEL LIMITED

-> •

r

'- KENYA.

ilqitliomlr
-'* Including tnr»* unJquadny* WT>ond bmtM^dng

Laka N*lva»lw
luxury camping

it- prints9 ranodaa and bonwataan

* Daluxa saAurl lodges

it Exotic coastal accommodation

UKBvkJuaffy planned holklaya tor thosa who want only the BE8T Ml AITOCA

contact the experts: /9\/XI pcosaFARIS - SAFARI COBDOM BLEU
[
%

SaoucaeterHosd. London SW7 4SZ. IT

V

Xjy rSm^soagfl ABTAgosor Vt/

0H
LfyjVQRSAL SAFARI TOURS LTD.

TOURS TEL: 338469/336295/339818/ 21446
UNIVERSAL .

SAFARI TOURS TELEX: 220S4. UST.
COTTS HOUSE WAY SITA NBOTOLG.

FAX: 254 - 2 - 728440.
j

Population
solutions

that have yet

to add up
A LARGE gold digital clock
sits ominously like a quiet
time bomb on the desk of Mr
Michael Heyn, Kenya Directed
of the Unita! Nations Fund fix-

ftopnlatlon Activities.

It has three numerical dis-

plays — cute, fag th** Hmp
| me

:

ftar the world populatimi -and
one for Kenya’s population.
During the hour of our inter-

view Kenya’s population grew
from 23,738£53 to 23,738,661 -

i 108 people an hour.
It is a striking demonstra-

tion of a problem which is

becoming apparent throughout
Nairobi - swelling shanty
towns, crowded buses, packed
hospitals, over-stretched
schools, congested streets and
growing unemployment.
Kenya's rapid population

growth, which at about 4 par
cent fa 1986 was believed to be
the highest in the world, has
become the major constraint to
the country’s development
But unlike many other AM-

Kenya’s rapid

population growth has
become the major

constraint to the

country’s development

nations Kenya has, in the
past six years, squarely faced

up to the challenge.
In a 1986 Government paper

entitled Economic manage-
ment for Renewed Growth,
Kenya's economic blueprint to

2000, the government presented

a devastating analysis of the
problem in the Introductory

“At the end of fids century,

Kenya will- have a population
of about 35m, 78 per cent more
than lived in Kenya in 1984.

That population will indude a
workforce of 14m people, 65m
more than in 1984. These
future workers have already
been bam. 1*

To accommodate that work-
force without a rise in the rate

of unemployment, it will be
necessary in the next 15 years

to almost doable the number of

jobs in Kenya.
Moreover, at current trends,

the urban population will

reach 9m to 16m by 2000, over
one quarter of the total popula-

tion, compared with only 3m in
1984.

Unless new workers can be
attracted in large numbers to

jobs in smaller urban areas

and on prosperous terms, it

will he necessary to build at

least six cities the size of pres-

ent-day Nairobi. And unless

term productivity in rural

towns continues to increase

the rural population w£EL be
confronted with uneconomic
subdivision of the land, migra-

tion into marginal areas, rail-

ing average incomes and food

iwaW» services, school places
and homes can be fulfilled and
with the environmental Impact
of land fragmentation and
over-cultivation-

'

In many ways Kenya’s popu-
lation problems are a direct
result erf its success in promo-
ting its

1

people's health and
education. Since independence
the d*?ath rate ffriwm from
20 per 1000 to 13 per 1000. And
infant mortality has been
almost halved from 147 per
1000 to 80 per 1000.

But deeply held traditional

beliefs about fertility and the
economic necessity for large
families are a powerful brake
on activities designed to con-
tain the population increase.

The average Kenyan family
still contains eight children.

However, Kenya has, accord-

ing to UNFPA, one of the most
progressive population policies

in Africa. Family planning
started in 1967 and Kenya was
the first sub-Saharan country
to devise a national population
policy in 1984 under the
National Council for Popula-
tion Development
The political leadership and

will to curb population growth
has accelerated markedly
under President Daniel arap
Mai, who has often been ahead
of Ms people on thh sensitive
janiB.

Between 1977 and 1984 the
use trf contraceptives rose from.

7 per emit to 17 per cent and,
subject to the 1989 census. Is

believed to be currently
between 20 per cent and 25 per
cent.

A 1984 survey also found
that 31 per cent of married
women did not want any more
children and 37 per cent
wanted to delay their next
pregnancy for one or two

There are also concerns
about whether the demand for

Clearly the demand for
methods of birth control bas
outstripped the supply and
there have been problems with
distribution and availability of
contraceptives.

But with a third population
programme presently being
designed with substantial
donor support and a concentra-
tion on working through <fis»

trict committees, population
experts believe these problems
can be easily ironed out
With the growth rate slowed

to 8.7 per cent in 1987 it is

already d<wr that Kenya l««»

tamed the tide of its popula-
tion explosion. But the ques-
tion remains whether this can
he consolidated into a signifi-

cant reduction.

*T know of no other country

in Africa which has such
broad, multi-sector activities

on the ground as Kenya. All

the ^(VftcLfi’jrtaTTP and commit,

meat is in place to turn this

trend into a major demo-
graphic transition,” says Mr
Heyn.

Meanwhile, the economic
implications of dealing with

the. existing population has
presented Kenya with a formi-

dable challenge.

Commercial Bank with a mar-

ket share of lust over 25 per

cent closely Mowed by Bar-

clays with Standard Chartered

in third place. These three
banka account for roughly
two-thirds of total activity.

Far-reaching changes are

being proposed at the long end
of the market with the govern-

ment wwnmHtori to establish a
Capital Markets Development
Authority charged with the
promotion of an active capital
market.
A likely casualty could be

the Capital Issues Committee
established in 197L The com-
mittee is Warned far both dis-

couraging new capital issues
and Insisting that shares be
issued at unrealistically low
prices. The Barclays Bank
share issue took no less *w*n

six years while both Bata
Shoes and Brooke Bond can-

celled new issues, though
largely for reasons other than
new issue market delays.

A World Bank report
describes the stock market as
“moribund” pointing out that

there were a mere 4,000 trades

in 1985 compared with more
thaw 16,000 m 1973. There are
more thaw 50 listed iwmpanipa
with at least one major new
HcHwg in the pJpalfna far early

1969.

Yields currently average 10
ner cent — slightly ahead of
the inflating! rate, but actual
returns, including capital gains

‘have been handsome, averag-
ing 30 per cent annually since
i tp)«

A key problem, endemic In
Africa, is the reluctance of
investors to sell shares. When
sellers put shares on the mar-
ket they are snapped up and
locked away both by Individual

and, more particularly, institu-

tional holders. The result is an
equity drought, and a sluggish
secondary marfcnt-

The aim now is to get more
cnnqMniea to come to the mar-
ket and to thin end the govern-

ment is being urged to reduce
corporate tax rates for compa-
nies that take the plunge and
allow underwriting charges as
a tax deductible expense.
Aside from encouraging

savings and investment, an
active new issue market would
widen the scope bath for the
indigenisation of foreign-
owned enterprises, which has a
high political priority, and far

divestiture and privatisation erf

state-owned activities, also an
Important item on the eco-

nomic policy agenda.

Mixed ventures: Japanese vehicle being assembled under licence at a UK plant at Thflca. The
factory also puts together trucks, buses and ottier Japanese and West German vehicles

Investment incentives

Curbing capital flight
KENYA HAS attracted little

new private sector foreign
Investment in recent years and
there has been a significant

element of disinvestment,
including that by the Asian
community.

Official figures, which do
not, of course, reflect the sub-
stantial capital flight that baa
occurred, show private sector
long-term capital inflows felt

tag from $200m in 1979 to aver-

age a mere 810m a year in the
1980s.

To reverse this trend, Kenya
established a one-stop invest-

ment office - the Investment
Promotion Centre - where
both local and foreign inves-

tors lodge investment propos-
als without having to trudge
from ministry to ministry in
search of approvals.

In the past four months, the
IPC has handled 24 new indus-
trial projects with a projected
investment of some $60m and a
job-creation capacity of 2,400

jobs. The main incentives on
offer include the in-bond-manu-
facturing programme, even to
local as well as foreign Inves-

tors; inputs, including capital,

are exempt of customs and
sales taxes and companies ben-
efit also from a 100 per cent
investment allowance on build-

tags and plant

A specific incentive for
exporters is the export compen-
sation scheme which covers
some 750 eligible items. Export-
ers receive an allowance of 20
per cent of the (FOB) value of

their exports, subject to a local

value-added content of at least

30 per cent, while duty paid on
imported inputs must exceed
20 per cent
There is a special exemption

from sales and import duties
for equipment imported for use
in small-scale enterprise out-
side the main cities up to a
value of $550,000. In an effort to

encourage investment in rural
industry, new projects outside
Nairobi and Mombasa, are eli-

gible for a 75 per cent invest-

ment allowance on plant and
buildings whereas in the two
mam centres the allowance is

only 25 per cent

From next year, all exchange
losses arising from the depred-

ation of the Kenyan currency
will be treated as allowable tax

expenses. The combined
impact of' investment allow-

ances, accelerated depredation
and carryforward tax losses

amounts to an effective tax-

holiday of between two and
five years depending on the
location of the new invest-

ment

Also important is the fact
that, imlfltw most African coun-
tries, Kenya allows full remit-

tance of dividends. This is sub-

ject to delays, currently
running at between a year and
15 months, but industrialists

prefer this situation to the
alternatives of a remittance
ceiling or a formal pipeline.
The delays are purely a func-
tion of the foreign currency sit-

uation and will shorten as and

when export performance or
export prices improve.

Kenya's constitution guaran-
tees foreign investment against

acquisition without compensa-
tion. Investments are farther
bolstered by Kenya's member-
ship of the World Bank’s Multi-
lateral Investment Guarantee
Agency (Miga), and of the Cen-
tre for the Settlement of Inter-

national Disputes (ICSID).
The Managing Director of

the EPC. Mr J N Kimeria.
paints out too that in the 25
years since independence
Kenya has never naHnnaliiMd

or expropriated any foreign
investment.
Whether investment codes

and incentive packages are
successful in substantially
increasing foreign investment
inflows is questionable. In any
rfvent, given the continent’s
track record, no African gov-
ernment in the 1980s sees eco-
nomic salvation in foreign
investment Far more realistic

are incentive packages that
appeal to domestic investors
while encouraging existing
multinationals to plough back
retained earnings.
The key to success in this

field is a stable political envi-

ronment allied with a rational

and efficient macroeconomic
policy framework. Kenya
scores highly on both these
counts which is why it Is more
likely to achieve increased
investment levels than the rest

of Africa.

Tony Hawkins
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Step aboard any of our wide-body
modern technology and refined jets for
a smooth flight from London, Frankfurt,
Rome, Zurich, Athens or Paris to
Nairobi or Mombasa.

Everyday, you have choice of First,

Club or Economy class travel.
So, whether you’re headed for the

golden allure of Kenya’s palm -fringed,
white sandy beaches, or the exotic
excitement of the world’s finest game
parks, you’ll feel like you have arrived
before you even take off!

Book your Kenya Airways flight

today., and Kenya is Closer than you
think.
Telephone: London^-4090277,

Frankfurt-231 250/59.-
Rome-6788904/6790379,
Zurich-21 1 22 33/34,
Athens-3247000/3245500,
Paris-42 61 82 93

m The prideofAfrica
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Close partner of the West
Julian Ozanne on the lucrative returns from tourism

Continued from page 2
gle, a small piece of territory

on the border which was given
to the Kenyans to administer

in 1938. The presence of an
SPLA relief office in Nairobi

which co-ordinates transpor-

tation of supplies into southern
Sudan is clearly taken in Khar-
toum as intervention in their

domestic affairs.

However, despite Sudanese
claims to the contrary, there is

little evidence to suggest
Kenya Is militarily supporting
the rebels although the govern-
ment maintains close contact

with the leader of the SPLA,
Dr John Garang.
Khartoum also suspects that

if southern Sudan fell to the

rebels Kenya would readily

deal with the SPLA and
resume its role as the major
transport route and supplier

into tire region.
Ironically, there is only one

neighbour with which rela-

tions can be said to be perma-
nently friendly, Marxist Ethio-

pia. Separated by a vast
expanse of desert there is little

border trade between the two
countries and a mutual respect

for each other's sovereignity.

Relations with Uganda,
which reached a nadir last

December in several days of

cross border shootings have
improved, but not substan-
tially.

Kenya is genuinely con-
cerned by the links between
President Museveni and Libya
and has alleged the Libyans
are involved in training politi-

cal subversives in Uganda.
This led to the closure erf the

Libyan Embassy in Nairobi
last year.
More important is the strain

created by Kenya's economic
position as the leading trade
outlet fin: land-locked Uganda

through the port erf Mombasa,
ml Uganda's hitherto depen-
dence on Kenyan industrial
exports.
Kenya resented Uganda’s

decision to increase its use of
rail rather than road traffic;

Uganda argued that the former
was cheaper, but ran foul of
Kenya's powerful transport
lobby which has close links
with leading politicians.

Uganda for its part has long
-term plans to send more
goods through the Tanzanian
port of Dar es Salaam.

This has caused some prob-
lems with Tanzania, increas-
ingly regarded as chaTtenging
Kenya’s hegemony in trade
and transport But since for-

mer President Julius Nyerere
has taken a bade seat role to

President Ali Hassan Mwinyi,
marking a shift from the
socialist fervour Kenya dis-

trusts towards a mixed econ-

omy, relations have improved
dramatically.
On the northern border with

Somalia, where territorial dis-

putes have led to tension in the
past, the situation remains
potentially Hiffimhi Although
the Somali government’s atten-

tions have been diverted to
internal problems with rebels

in the north, and ambitions to

create a Greater Somalia have
faded, the recent outbreak of
large scale organised poaching,
which Kenya perceives as a
serious threat to its internal

security, have been laid at
Somalia's door.

Several hundred Somalian
resident in Kenya have been
arrested or deported and the
Somali Embassy in Nairobi
recently issued a statement
denying government involve-
ment with the illicit trade.

Unrivalled attractions

out of Africa

JidIan Ozanne

AN ANNOUNCEMENT
FROM

(governors’Camp

Governors’ Camp in the Masai Mara pioneered tented safari camps
sixteen years ago. For those who are unaware of our presence at

the coast, we are happy to announce that we can now offer a
coastal retreat in the Governors’ style.

Situated North of the island of Lamu on one of Kenya's loveliest

unspoilt coastal settings, Kiwayu accommodates thirty-six

guests only, in local-style thatched cottages and maintains the

traditions of Governors' Camp; dedication to good food,

personalised service and comfort.

Those familiar with Governors’ Camp will feel at home at Kiwayu,

love its remoteness and enjoy a very special coastal holiday,

with water sports and excellent deep-sea fishing.

To make Kiwayu more accessible there is a regular air link

between Governors’ Camp, Nairobi, Mombasa and Kiwayu.

All major Tour Operators and Travel Agents who offer Governors’ Camp
can arrange your bookings at Kiwayu or alternatively you

may contact Governors’ Camp in Kenya,

KIWAYU
{‘Kee-why-you’)

Governors’ Camp Reservations
P.O. Box 46217, Nairobi, Kenya. Tel.: 331871 Tlxi: 22678 Fax.: 726427

THE LORD Delamere bar and
restaurant which fronts the
mock-tudor Norfolk hotel in
downtown Nairobi is never
short of throngs of American
and German tourists decked
out in expensive designer
Khaki safari suits.

Built nearly 80 years ago, the

inn still serves as a traditional

starting point for the big game
safari But today game viewers

leave for Kenya’s parks in

fleets of packed zebra striped

mini- buses instead of on foot

accompanied by scores of por-

ters and gun bearers.
Hunting was banned in 1977

but tourists still flock to Kenya
in pursuit of that nostalgic era
when huge herds of wild ani-

mals moved across the African

savannah ami man was pitted

against beast Recent films like

Out of Africa and White Mis-

chief have also boosted the
influx of tourists in search of

the sentimental and romantic
side of the British Empire and
the divine decadence of the
swinging 1920s aristocratic
Happy Valley set
The days when Edward,

Prince of Wales and Lord Dela-

mere and his cohorts would
gallop up to the Norfolk with
tales of danger, adventure and
social gossip are never far

away from the imagination of

many of today's travellers.

But Kenya’s romantic past
and its wildlife are not the only
attractions for holidaymakers.
Brilliant tropical white sandy
beaches fringed with coconut
palms on the turquoise shore-
line of the Indian Ocean, snow
capped Mount Kenya and stun-

ning lakes nestling in the
escarpment of the Great Rift

Valley, combined with well
developed infrastructure and

political stability have made
Kenya an almost unparalleled
tourist paradise in Africa.

At independence there were
already almost 200*000 visitors

a year and steady growth con-

tinued throughout the 1970s

and early 1980s with only one
hiccup, the 1982 abortive coup.

In the past five years the
number of tourists has almost
doubled from 372,000 in 1983 to

661,000 in 1987. And for the

part of the year we are going to

be left with glorified zoos," he
said.

Several parks are also sub-

ject to increasing encroach-
ment by small fanners in
search of desperately scarce

arable land. Every year more
and more land is ploughed up
and domestic herns of cattle

further invade wildlife areas
resulting in over-grazing and
occasional slaughter of wild

For the drat time tourism has taken over from

coffee as the number one foreign exchange

earner. However, It Is unlikely that Kenya will

be able to sustain the present level of growth

first time tourism has tefrwt

over from coffee as the coun-
try’s number one foreign
exchange earner. Foreign
receipts from tourism
increased 18 per cent from
Ksh4.9bn in 1986 to Ksb5£bn
Last year. However, it is

unlikely that Kenya will be
able to sustain that level of
growth.
Kenya's game' parks are

already seriously overcrowded
and lodges overstretched.
According to one tour operator
wildlife in popular parks like

Amboselli are harassed daily
by mobs of tour vans and the
fragile ecosystem and vegeta-
tion continually eroded.

“It is becoming difficult fox

animals, particularly the big
cats, to pursue their Instinctive
life In a natural habitat Over
exposure to man easily leads to
stress and confusion.

“Unless the government does
something urgently to either
restrict the numbers of visitors
or close the parks down for

animals by herdboys.
Furthermore, Kenya has

been gripped this year by an
unprecedented outbreak of
organised poaching which has
claimed the lives of about 100
elephants and the last five
white rhinos left standing on
public ground.
Poaching has been a recur-

rent problem in Kenya but the
latest surge in activity is

quickly developing into a
national crisis.

In Tsavo national park
dashes has broken out
between wardens and security

forces on the one hand, and
poachers on the other; several

have been killed on both sides.

For the moment the poachers
seem to be out- manoeuvring
their opponents.

Wildlife experts believe
senior government officials are
colluding with poachers. The
government for its part has
sacked several junior civil ser-

vants in the Ministry of Tour-

ism and Wildlife and ordered

poachers to be shot on sight

But worldwide demand for

ivory and rhino horn remains

strong and, in a country with

vast tracks of uninhabited and
hostile terrain, the obstacles to

controlling the illicit trade are

formidable.
At the coastal resorts, vftich

account for about 60 pat petit

of the tourist trade, hotel occu-

pancy fdl by 8 per emit last

year as German package tours,

the largest single share of the

market, continued to drop off

in response to fears about
Aids.
Kenya is pursuing other

markets and some gains have

been made in the UK. British

visitors rose to 67,100 last year

compared with 55,700 in 1986.

But attempts to break into

Asia, particularly Japan, have
have been hit by the absence of

direct flights and cultural and
language problems.
Kenyan tour operators

remain confident that the
industry can continue to

expand by tapping the growing
demand for adventure holidays
and developing the largely
unexplored and less frequented
parts of western and northern
Kenya. But there is dearly a
limit to how much growth can
be achieved in these less con-

ventional tourist attractions.

Opening up new areas will

require substantial govern-
ment investment in infrastruc-

ture and services.
But the tourism industry,

which is largely privately con-
trolled , believes the govern-
ment has been slow in respond-
ing to the need for a national
development strategy and a
coherent overseas marketing
programme.
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INSIDE

Fear of Job cuts on
Eurobond desks . . .

Veteran players of
the London-based.
Eurobond market
were clearly shaken
by last week's redun-
dancies at Morgan
Grenfell but their

stance was prag-
matic and resigned.
Over-capacity and
rationalisation are

_ concepts the Euro-
bond market has had to live with for quite
sometime now. The Eurobond sector has been
subjected to radical pruning over the last 18
months and it is clear that further cuts are
inevitable: Page 23

- .. and the gilts market Is
worried as well
Morgan Grenfell's exitlrom the UK gilts market
Is expected to be followed by other securities
houses. Unlike other retreats from gifts, ft

appears that Morgan quit not because it had
got Its book wrong, or that it had failed to
secure a decent share of the market, but ft

simply decided the future outlook for the sector
was “lousy." Page 22

ADB resorts to US for borrowing
Subordinated borrowings by banks have been
rare In the case of supranational development
banks, but the.African Development Bank last
week issued two subordinated Yankee bonds,
the first time it has raised' subordinated debt in
the US public markets. Page 23

Spotting national winners and
losers in Industries

Why do some countries
become world leaders in

particular industries but
not in others? This
perennial question has
been addressed afresh
by Professor Michael
Porter (left), an indus-

trial guru at the Harvard
Business School. One of
his conclusions is that

strong domestic rivalry

is a spur to industrial

excellence. Page 40

Market StsUsttcs

Basa lendng rates

Bmmafeat tumowr
FT-A World indces

JJ/AJ80 hit bondsvc
Foreign axctanges

London recant tames

» Money ratals 38
21 New hit bond issues 21
at KB Tokyo bond index 22
22.. US.fluney majtet rates ~ JB.
36- IIS bond prfces/yMds 22
36 tirt trusts IMS

London share service 34-35 WMd stock ntthdkss 87
Tradfttoral options 35

* w— - ^Companies n mas socuon

Airsprung 20 Iceland Frozen Foods 20
Assoc. British Eng 20 Kelt Energy 20
Bejam 20 Macmillan 21
Bestwood 20 Mead 21

Bristol Evening Post 20 Noco 21

Carless 20 Office and Elec. 20
Carr’s Milling Inds 20 Phoenix Timber Group 20
Chase Manhattan Bfc. 21 Saga Petroleum 21

Euromoney 21 Saudi Investment Bk. 21

Fried. Knipp 21 Syltone 20
Haawtin 20 Texaco 21

Hestair 20 Veba 21
West Kent Water Co 20
Whesaoe - - 20

Dawson draws on woollies

to ride out a harsh winter
Alice Rawsthorne looks at the strategy behind a move
into thermals for the Scottish luxury knitwear group

F OR YEARS the name of
Dawson International has
been associated with the

luxurious cashmere and lamb-
swool knitwear made in its Scot-
tish mills. Last week Dawson
staged its most ambitious acqui-
sition to date in the somewhat
less luxurious sphere of thermal
underwear in the US.
Dawson, one of the most pow-

erful players in the European
knitting industry, is buying CPG,
a group of n knitting mills, for
5150m. The acquisition will aug-
ment its existing thermal under-
wear interests in the US «nH pro-
vide an entrie into the new area
of sportswear.

It also offers an opportunity for
Dawson to reduce its reliance on
luxury knitwear at a time when
its Scottish mills are beset by
adverse exchange rates, rising
raw material prices and a cash-
mere shortage. After the acquisi-
tion, Scotland's biggest textile
group will glean half of its sales
in the US.
Dawson first ventured into the

US four years ago by buying Mor-
gan, the leading player in the
5150m thermal market Dawson
had drafted in Mr Philip Kemp,
now head of US operations, from
Guinness to identify US invest-
ments with comparable returns
to its highly profitable Scottish
textile interests.

One of the first priorities was
to broaden Morgan's product
range. Its brands have since been
rationalised to concentrate on the
eponymous Morgan name and
the company has diversified into
children’s and lightweight ther-

mals.
Dawson has also invested

heavily in Morgan’s mills It has
spent 524m on new finishing
facilities, developing a special
software package to improve
operational efficiency and cm a
unique system to control shrink-
age. Dawson has also introduced
Arctex, a high performance fibre
which recently won a new prod-
uct award in Management Today
magazine.
' Morgan’s sales have since dou-
bled from $43m to 590m and its

margins have risen from 27 to 33
per cent Dawson now plans to
apply the same strategy to CPG.
The objective according to Mr
Ronald Miller, chairman, is “to
do everything for CPG that we
have already done at Morgan.”
Dawson has encountered prob-

lems at Morgan. Two years ago it

bought Duofold, one of most pres-

tigious underwear brands in the
US. But it proved unexpectedly
difficult to accommodate
Duofold’s short runs within Mor-
gan high volume mills. The diffi-

culties have since been resolved
and Mr Miller maintains that
without the Duofold experience,
Dawson would have been “much

more cautious” about buying as
big a business as CPG.
Dawson has bought CPG from

Reeves, a diversified industrial
group which has been involved in
two leveraged buy-outs during
the 1980s. The financial pressure
imposed by the buy-outs means
that CPG needs new investment
Dawson intends to invest 520m
over the next three years to mod-
ernise the mills arid to install thg

systems developed at Morgan.
DaWSOn AIM plans to expand

CPG, which currently concen-
trates on own-label merchandise,
by introducing its own brand
names. Duofold will be intro-
duced as an upmarket sportswear
brand, as will Arctex for the
mass market It is also consider-
ing introducing af its Scot-

tish names, probably Pringle,
into leisurewear for the sedate
sports participants that Mr Kemp
faik the "armchair jocks.”
The group also intends to

strengthen its UK textile inter-

ests. In recent months the UK
industry has been plunged into
more competitive conditions.

A n influx of low cost
imports and the uncer-
tain outlook for consumer

spending has forced many of the
major groups, such as Coats
Vlyella and Courtaulds to resort
to rationalisation.

Dawson has already withdrawn
from the activities which were
most exposed to imports. This
year it has completed the process
of weeding out weaker areas by
selling its West German hand-
knitting business.

Its prestigious knitwear brands
and specialist interests, such as
(Ur fabrics, tend to be sheltered
from overseas competition. But
luxury knitwear has suffered
from tiie impact of strong ster-

ling on its important US market

and by rising raw material
prices.

Dawson has responded by
concentrating on the
most expensive, and less

price sensitive, areas of knitwear.
R has also started to work with
designers such as Oscar de la

Renta - darling of Mrs Nancy
Reagan and her "ladies who
lunch” set-in the US.
So far these initiatives have

helped offset rising prices.
Although it remains to be seen
whether Dawson's customers will

be willing to swallow another
hefty increase this spring.

A parallel problem is that Daw-
son’s fibre processing interests
have suffered from a severe
shortage of cashmere due to the
disruption of the Chinese cash-
mere trade. The Chinese authori-
ties recently announced new
measures intended to restore
order to the trade.

Dawson is now assessing the
fixture of knitwear and fibres in a
review conducted by Mr Martin
Watt, recently recruited from the
Harris Queensway retail group to
head the division. The review
will be completed in the New
Year.
London’s financial sector

expects a no more than a modest
rise in profits to £49m ($91m) or
so this year. Dawson's shares
have performed poorly and it has
been embroiled In bid specula-
tion. DMC, ambitions French tex-

tile group, has been bandied
about as the latest potential pred-
ator.

So far the speculation has been
groundless. Mr Miller purports to
be unperturbed: “We keep a close
watch on the share register. As
for the rumours, we do our best
to ignore them. What other
choice do we have?”

Post-Reagan creed

poses a dilemma for

Bush leadership
Anthony Harris
in Washington

T HE REIGN of President
Ronald Feelgood is ending
in the oddest way - a

wave of American adulation, or
something pretty near it, for Mr
Mikhail Gorbachev.
A cynic might conclude that

the nation, having decided it can-
not afford to fight the cold war,
now finds it comfortable to
believe that there is no need to.

Believing what is comfortable is

the post-Reagan creed, and that
is going to be a central problem
for his successor.
Mr George Bush won the elec-

tion by refusing to talk about any
of the uncomfortable choices the
country now faces. It will take
leadership to wean the voters
onto a solid diet of reality, and it

Is still almost impossible to guess
whether Mr Bush has the quali-
ties needed.
His Cabinet appointments have

been getting a rapturous press
from journalists who seem to feel

guilty about past ill manners.
Some of the new men do

appear to be first class, notably
the National Security Adviser,
ex-General Brent Scowcroft. He is

a strategic thinker whose writ-

ings suggest defence procure-
ment may in future be based on
an assessment of the job to be
done, rather than looking like the
Christmas stocking of a militaris-

tic child. That could save a lot of
money.
Some of the other key appoint-

ments are not so reassuring. One
gets the fowling that they are men
chosen not so much for what
thay can do for America, as for
what they have done in the past
for Mr Bush.
The rule used to be that

favours to the President were
rewarded with ambassadorships,
bnt Mr Bush evidently wants to
see his supporters every day.
Mr Nicholas Brady, an old per-

sonal friend, has been Secretary
of the Treasury for three months
now. He has nothing of sig-

nificance since his confirmation
hearings, when he evaded all

meaningful questions.
Mr James Baker is essentially

a tactical player. He would make
a superb Foreign Secretary for a
lesser power, which requires
above all a skilled negota-
tor - but the US is supposed to
set the tone.
Governor Sununu is a forceful

man, but has no Washington
experience: not the obvious
choice to play the Baker role
with a hostile Congress.
Mr Michael Boskin. chief eco-

nomic adviser, is the author of
the flexible freeze plan to balance
the budget. He does not seem to
have convinced many fellow-pro-

fessionals that it is feasible.

Freezing the defence budget is

hkely to be the job of ex-Senator
John Tower, who campaigned
hard for Mr Bush. He is a person-
ification of the military-industrial
complex. Legend says that poach-
ers make good gamekeepers, but
Mr Bush’s advisers do not seem
convinced that Mr Tower Is that
kind of poacher. Mr Bush still

seems determined to have him. Is
this is the masterly leadership
which some of the commentators
talk about?
Yet leadership is likely to be

the key to the US budget
dilemma. This is deyr from an
illuminating little book on US
budget-making* which has just
appeared, it has the blessing of

ex-President Gerald Ford, and the
staff-work of a quality think-
tank, the Urban Institute, whose
chairperson, Ms Carla Hills, Is to
be the new US Trade Representa-
tive.

Two points stand out as land-
marks in this study.

First, the machinery ofUS bud-
get-making is not well designed
for reaching sensible decisions; it

is a shifting armistice in the
struggle for power which was
established by the US Constitu-

tion.

Second, any attempt to use this

machinery for sensible purposes
is badly hampered by the illu-

sions President Reagan encour-
aged in the voters, who see noth-
ing inconsistent in demanding
more programmes, smaller defi-

cits, and no tax increases.

P art of the present mess
dates back to two discred-

ited men. President Nixon
and Representative Wilbur Mills,

who exercised huge power as
Chairman of the House Ways and
Means Committee until he was
caught most embarrassingly with
an exotic dancer.
Mr Nixon had been making

ruthless use of the power of
impoundment - a refusal to
spend all the money voted. Presi-

dents back to George Washington
had used this to enforce sensible
economies, but Mr Nixon sought
to change the whole pattern of
Federal spending. Mr bBDb sim-
ply hinpimii things by refusing to

put proposals he disliked to the
vote.

Congress decided in 1974 to
reform its own budget proce-
dures. Many of the changes
looked ideal
Proper costing was enforced fix-

each measure, and for the Budget
as a whole, with a specialist
department, the Congressional
Budget Office (one of whose for-

mer chiefs Is co-author of this

book) to provide the numbers. It

set up cash allocations for each
spending committee, and a recon-
ciliation procedure to force them

to live within their means. It also
determined to trim the powers of
the White House and of the major
committee chairmen.
These good intentions pro-

duced some sad results. Partly by
coincidence, the new process
tended to inflate spending. It was
introduced at a time when it was
especially hard to assemble a
majority in either house: as more
committees had to be placated,
more pet projects had to be
financed. The President was left

with no real power to block such
projects.

M r Nixon signed this bill

a week before he
resigned.

Thus, the US Army, for exam-
ple, is now paying for the devel-
opment of a truck it does not
want, and the Navy is getting a
carrier force It never requested.
In an effort to check such non-

sense, more and more bells and
whistles have been bolted onto
the machinery. It is now as
arcane as the Schleswig-Holstein
question, and so cumbersome
that it takes up nearly half the
time of the legislature.

All the same, it failed to pro-

duce the realistic decisions
intended because the legislators

dared not talk arithmetic to their
voters.

In the end. Congress invented a
robot to take the hard decisions.

It is called the Gramm-Rudman-
Hollings Act (GRH), which Sena-
tor Warren Rudman was frank
enough to describe as “a bad idea
whose time has come.”
GRH has probably done some

good; but the returns have dimin-
ished rapidly, as the authors
recognise and the markets
clearly agree.

Its purpose has been evaded by
such devices as rosy scenarios,
asset sales, and even by shifting
military-pay-say into the next
financial yean and when it still

proved uncomfortable, its time-
table was stretched out
The machinery can be

improved, and the authors have
some modest proposals; but in
the end it still needs an able and
determined driver.

Priorities may be agreed by
consensus, but they must then be
made to stick and the voters
must be told bluntly about ends
and means. Which brings us back
to the so far unanswerable ques-
tion about Mr Bush.
* Broken Purse Strings, by
Rudolph Permer and Alan Abram-
son. Urban Institute Press. 2100M
St NW, Washington DC 20037
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Learning lessons of history
THE history of the

i
Committee is written, it

e that giving a new impe-
i regional policy will be
r

its most important con-

ions to the development
European Community,
the committee’s prelimi-

eport, which will be dis-

i in Basle tomorrow,
i

clear that a dash for

:ary union could spell

3r for Europe’s outlying

confidential report,

was sent to member cen-

inits last week,- is only a
document and could
e substantially by next
That is when the 17-

;

committee of EC central

governors and four out-

xperts under the chair-

op of Mr Jacques Deters,

immisslon President, is

i present its findings to

-anee -ministers. .

-

it j» .already dear that

unmittee has been ter

concerned with the

; monetary union would

op: the conunnnity m
sent Imperfect phase of

niic integration than

rawing up the ^tfetes <*

oration for a European

1 bank or the details off a

uropean currency.

ie of the committees

significant work has

ed the study of earlier

ats to create economic

inonetary nnionsjn
e. In particular, soma

;rs see lessons fortojy
19th-century unifications

y
and Germany. .

unification of Italy

sn 1860 and 1870 undm

adership of - the ,smafl

wStfik mfittary and

tatic tour deforce.

from the perspire j*

e 20th century, the sub-

at imposition of eco-

and monetary union on

seven separate states and four
smaller political units, all

heavily protected and at differ-

ent stages of economic develop-

ment, appears a disaster.

After unification, the ram-
shackle economies of Naples
and Sicfly went -into a steep

decline relative to the rest of
the country from which they
still have not recovered. The
south had early experience , of

such modem day problems as
de-industrialisation and a
brain drain which robbed the
region of talented labour.

The 19th-century unification

of Germany was a very differ-

ent story. Economic integra-

tion began some 55 years
before economic and monetary
rminn was achieved when the
north German kingdom of
Prussia started a customs
union known as the ZdQverein
in its own territories in 1S1&
This was gradually extended to
neighbouring regions.

' The development of railways
and industry continued the
integration process. Bnt Ger-
many did not introduce a com-
mon currency and central
bank until 1876. five years after

political union in 1871.

Such lessons of history have
not been lost oh the British
Government, which' opposes
moves at present , to create a
European central bank and
common currency. Mr Nigel
Lawson, UK Chancellor, has
cited the gradualist German
exampfe as the way in which
economic and monetary union
should be pursued.

In recent weeks. Dr Helmut
Schteanger, the Bundesbank’s

deputy governor, and Mr Mau-
rice Doyle, governor of the cen-

tral bank of Ireland, have
warned of regional dangers
from a rapid move to monetary
union -before other aspects of

economic union in the EC have
been put in place.

Dr SchlesingEr warned that

the approach of the single
internal market in 1992 could
result in “a further relative

dedine in already structurally
weak regions and a deteriora-

tion in the trade balances of

less competitive members of
the European Monetary Sys-
tem." He therefore urged that
exchange rate changes, which
would be banned in a mone-
tary union, should be retained
to help weaker EMS countries

adjust their economies.
In Mr Doyle's view, eco-

nomic and monetary union can
only be achieved when EC
member states have reached a
“broadly similar stage of eco-

nomic development” and are
committed to similar policies.

To this end, he says the EC
most tackle the issue of
regional imbalances directly.

Otherwise a peripheral country
such as Ireland could suffer
disastrous depopulation and a
loss of productive capacity.

But Mr Doyle does not want
tiie old 19706-style EC regional

policy, where Brussels threw
money at disadvantaged
regions to bring Incomes par
head nearer the EC average.

Instead he wants the EC to
think oS ways to “equalise the
conditions needed for produc-
tion of goods and services.” For
example, better infrastructure

such as a car ferry service

between Ireland and Britain at

hourly or three-hourly inter-

vals “would transform the loca-

tional costs and disadvantages

of the Irish economy,” he said.

Such a ferry service may be
only a dream. But the idea

shows that the Defers Commit-
tee is providing an unexpect-

edly usefol service in turning

the EC’s central bank gover-

nors into regional experts,

highlighting the opportunities

and risks of economic and
monetary integration.

Peter Norman

THIS WEEK
THE SIZE of the US trade
deficit and the inflation
outlook for the UK are likely

to dominate financial markets
next week.

Figures for US merchandise
trade in October are published
on Wednesday. The consensus
of analysts’ forecasts compiled
by MMS International,

financial research company,
is for a deficit of $9bn on a
customs imports basis.

On the same day is a
meeting of the Federal Open
Market Committee (FOMC),
the US Federal Reserve’s
policy-making committee.
Analysts will be looking for
evidence that the Fed will

tighten policy or even raise
discount rates.

Also on Wednesday are
industrial production and
capacity utilisation figures fix
November.
A pointer to US inflation

trends will come on Friday
when the producer price index
fix November is published.
A rise of 0.3 per cent in
factory-gate prices is expected.
In the UK, there is a stream

of economic statistics
mimmating’ in the retail price
index for November,on Friday.
The consensus is for a rise 05
per cent, leaving the annual
fnflatinn rate unchanged from
October’s 6A per cent
A guide to future

inflationary pressures will

crane on Thursday When
average earnings figures for

October are published.

In Japan, the authorities

are trembling in anticipation
of the impact of today's
announcement ofNovember
customs cleared trade figures.

The lOday and 20day figures
have already signalled that

a big rise in the trade surplus

is in prospect
The West German

Bundesbank council meets on
Thursday to set money supply
targets for 1989. Currently MS,
the broad measure, is

overshooting its 3 to 6 per cent

target range but no big
changes in the range are
expected for next year.

RH
previous year

French inflation features
on Wednesday when the
consumer price index for

November is released.

Other events and statistics

this week (with MMS
Tntemfltinniil consensus in
brackets) include:
Today European Community

finance ministers meet in
Brussels. Central bankers meet
at the Bank for international
Settlements (BIS) in Basle. UK
producer prices in November
(fall of 0.4 per cent in input
prices, 0.4 per cent rise in
output prices).

Tomorrow BIS meeting
continues with session of
Defers committee. West
German Bundesbank
announces details on of the
latest batch of securities
repurchase agreements. US
retail sales in November (0J>

per cent rise).

Wednesday UK output of
production industries in
October (0.9 per cent rise) US
mannfaehrring and trade

inventories and sales for
October.
Thursday UK unemployment

in November (fall of 35,000).

Friday US minutes of

November 1 meeting of FOMC,
housing starts and building

permits for November. UK
Puhlic Sector Borrowing
Requirement (-£500m). Japan
preliminary money supply
growth in November,
household survey for October.
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UK COMPANY NEWS

Bank intervenes as Bestwood’s Kelt’s offer

for Carless

ex-chairman tries to regain post gains 71%
By Fiona Thompson
THE BANK OF ENGLAND. In
a most unusual move, has
intervened in Mr Tony Cole's
attempt to regain bis position
as chairman of Bestwood, the
property and industrial hold-
ing group.

The Bank agreed that the
Bestwood board could disclose
to shareholders the contents of

a letter it sent to Bestwood
expressing concern about Mr
Cole.

The letter said: “We should
advise you that the Bank has
serious doubts regarding the
suitability of Mr Cole for a

position as a director, control-

ler or manager of an author-

ised institution."

For the Bank to allow the

disclosure is virtually unprece-

dented. Under the Banking
Act, disclosure of such infor-

mation is normally prohibited,

however a Bank official said,

that while such action was not
often taken, it was action the

Bank was perfectly entitled to
take under the Act.

A copy of the Bank’s state-

ment was sent to all Bestwood
shareholders at the weekend,
as part of a circular informing

them that an extraordinary

general meeting has been
called for March next year. The
egm, requisitioned by a nomi-
nee for certain Swiss interests,

will consider two resolutions,

that Mr Cole be appointed a
director of Bestwood and that
Mr Anthony Holmes be
removed from office as a direc-

tor of the company.
Mr Holmes took over as

Chairman following Mr Cote’s
resignation in July this year.
At that time Mr Cole said Bes-
twood would benefit from a dif-

ferent style of management. He
built the company up by a
series of acquisitions but the

stock market crash caused it

severe losses and the company
then pulled out of securities
trading.

acceptance
By Fiona Thompson

Mr Holmes is strongly resist-

ing Mr Coles’s comeback. In
the circular to shareholders he
points out that Mr Cote is lac-

ing a writ for £L7m relating to
shares purchases and says Mr
Cole is seeking reflection as a
resolution to bis problems of
potential bankruptcy.

Mr Cote has a 10 per cent
stake in Bestwood. Mr Holmes
and his supporters claim to
account for 60 per cent.

Court decision dilutes

W. Kent Water holdings

Tory committee calls

for block on Plessey bid
By Andrew Hill

CONTROVERSIAL
shareholdings in West Kent
Water Company will be diluted

following a High Court deci-

sion on voting rights in the
statutory company.
Southern Water Authority

and Associated Insurance Pen-
sion Fund, an Investment
vehicle for Mr Duncan Seville,

an Australian businessman,
which together hold 44J3 per
cent of verting stock in the stat-

utory water company, could
see their joint stake reduced by
as much as 5 per cent by last

Friday's court decision.

-West Kent is the subject of
an agreed bid from SADR
Water Services, a subsidiary of

Bottygues, the French con-
struction and service company.
The High Court declared

that 2-8 per cent preference
shares in West Kent issued
before 1945 should carry voting
rights, white those issued since
1945 should not
The decision also affects the

detail of the SADR offer.

It stffl. values West Kent at
£5.23m, but SADR will pay
£2lL98 per £10 nominal of all

categories of voting stock, and
£7 for each £10 nominal of
non-voting stock.
The legality of Southern's

stakes in water companies was
challenged by the companies
last week in a judicial review.

By Hugo Dixon

MR MICHAEL Grylls,
chairman of the Conservative
back-bench trade and industry
committee, has written to Sir
Gordon Borrie, the director
general of the Office of Fair
Trading, asking him to block
GEC-Siemens’ £1.7bn bid for
Plessey. the’ electronics com-
pany.
Mr Grylls, who held his pres-

ent position at the time of
GEC’s first bid for Plessey in
1985, argues in the letter -
sent last Saturday - that there
hag been no material change
since the Monopolies and
Mergers Commission blocked
the first bid. The OFT should
therefore not release GEC from
its commitment, made last

year, not to buy more titan 15
per cent of Flessey's shares.

Mr Grylls argues that a
merger would create a monop-
oly in defence electronics,
harming the taxpayer and
small businesses. The prospec-
tive benefits of greater econo-
mies of scale would be far out-

weighed by the detriment to
competition.

Mr Grylls, MP for north-west
Surrey, also contends that
Plessey has its own plans to
improve its competitive posi-

tion by international dHttCW
in the defence, telecommunica-
tions and micro-electronics
fields. These have been stalled

by the bid-

Syitone improves to £854,000 I Iceland continues its war
Strong performances by core
businesses helped Syitone,
Bradford-based specialist engi-

neer, to raise Interim taxable
profits by £129,000 to £854JKKL
Turnover for the six months to
end-September improved from
£12.48m to £l&£m.
After tax of £316,000

(£285,000) earnings per share
came out at l&6p (lip). The

interim dividend is being main-
tained at 4p. of words with Bejam
Mr John Clegg, chairman,

said that Drum Engineering
enjoyed a significant contribu-
tion from its well-established

tipping gear operation and
Bradley Doublelock was at
near full capacity throughout
the period.

By Fiona Thompson and Philip Coggan Whessoe recovers

Tlte Conmnsskmers of the State Bank of Victoria
(a corporation comriiutetf under the State Bank Act 1958

ofthe Stateof Victoria, Australia)

Licensed Deposit-Taker

ICELAND Frozen Foods has
continued its war of words
with fellow retailer Bejam, for

which it is making a £240m
hid.
Mr Malcolm Walker, chair-

man of Iceland, has criticised

Bejam for not making a profit

forecast in its latest defence
document
The document, issued by

Bejam on Friday night, fore-

casts a 19 per cent dividend

increase to &25p for the year to
July 1 1989, but does not fore-

cast profits.

Mr Walker said Iceland
found the omission "signifi-

cant” Bejam “has given share-

holders nothing to bite on and
a great deal more to worry
about"

Bejam’s shares fell 2p to 150p
on Friday. Iceland’s offer is

worth 190p.

JAPANESE YEN 20,000,000,000
GUARANTEEDSTEPPED-UPCOUPON NOTESDOE 1991

Repayment ofprincipal and pityman of interest and other charges fo be
gsansttccA pursuant to the State Bank Act 1958 by

Laporte £5.7m expansion
By Clay Harris

Second half profits of £2.79m
enabled the Whessoe engineer-
ing group to make £L55m pre-
tax for the fun year ended Sep-
tember 24 1988, compared to
the loss of £L83m last time.
Earnings worked through at

17JSp Goss 12.7p) and the final

dividend is 3p for a total of 4p
ttp).
Mr G. Duncan, chairman,

said there were better perfor-
mances in all main activities

with the exception of Whessoe
Heavy Ungingering.

At the year-end the group's
total gross order book value
stood at £194m.

Hie Treasurer ofthe State of Victoria
Coupon No. 5

In accordance with the Terms and Coacfitxms of the Notes,

notice is hereby given that the Rate of Interest for the
Interest Period from 10th December, 1988 to 10th June, 1989
being the fifth Interest Payment Date (all as defined in the

Terms and Corufitions), is 7.95625% per annum.
Interest payable on 12th June, 1969 wffl amount to ¥397,813,
per ¥10,000,000 principal amount of die Notes.

LAPORTE INDUSTRIES,
speciality chemicals group, is

to buy Terochem Laboratories,
a Canadian-based manufac-

turer of organic intermediates.
The CSVLSm (£5.7m) deal wffl
give Laporte its first manufac-
turing base outside the UK

Hestairoutlookgood

BOARD MEETINGS

Agent Bank
The Long-Term Credit Bank of Japan, limited

Tokyo

TODAY
kittrima- (Mutton IntJa. Contpco, Dowry.
BCB. Houtock Europ*. PaMWfMon. Prim
(Bonjamln). Raeal Butroobs. RscaJ Tato-
am. Russell (Alexander). 8K8. Setelend,
SalHi* btsutwics btv. ScoBWt & Ntwcuit,
Tinsley (Ettas), Wsstmlfntsr A Country Prop-
erties, WNtecrelt. Wood (8W).
Rrata- Brown 8Mptey. Cortton CeaemnteP-
Hone. OartMn Roodepoa East Rond Prep,
erty. Greet Watts

m

Resources. Hardys A

Hensons, Hotmsa A Merchant. (X |

serttampion A Dudtoy Brwwertee.

In view of the recent weakness
of employment agency shares,
Hestair, the consumer prod-
ucts, vehicles and employment
agency group has stated that
October and November pro-
duced record trading profits in
the UK.

Ceftyns
Gretp Shipping

.

Soutnend neper
TlfSxx*

In the US, results for the
past four mouths were
extremely good and the out-
look remains good, it
said.

7Murfpgrtwnwf fc baud bi eompBoaetwith tit ComuUtfliiSudiEiediaiigtgoddog not comtiaai artmBitndm
formaptjsm to sqkKr&eforcrptatfuBOjham.

AppUaUioH has beta made to dtt&HmcU afThe S&ocb Exdiaxgefar&*grantofpetmission todedin the SpConecrcitd*

Redeemable Parddpetiag Preference Shares 2001/2005 ofSOp eadt and At OrdinarySham ef2JSp oath in the UnSatai

Soaaitiet Maria,h is emphasised that wo opp&catio* toitl be madefor Otoe teaaities to beadtnitttdto the OfficialU*.
It itexpanddim dnaBnet beAtOrdtna&Skama&tommatesonISADecember,J9S&

MV- GEMEENSCHAPPEXJJK
BEZITVANAANDEELEN
PHILIPS’ GLO0LAMPENFABRIEKEN

THORPAC GROUP PLC
(Phfflpa’ Lamps Hofcfing)

Eindhoven,The Netherlands

(lmopoMedi*BI*tmdmduik4Gmrmi*/lmMSBB76.RwtoMbmN0.t5243Z3)

Introduction by
OvMend declaration.

PARRISH STOCKBROKERS
to die

Unlisted SecuritiesMarket

The Board of Governors of N.V. GemeenschappelQk Bezit
van Aandeelen Philips’ GJoeiiampenfabrieken (Philips’

Lamps Holding) has declaredan Interim dividend fordie
financial year 1988 amounting to HFL 0.60 per Ordinary
Share of HFL 10,- nominal value.

ShareCapital

Authorised

£

577,500

Convertible CmmilafiveRedeemable
Preference Shores of£1 each

Issuedand
FuEyPaid

£

6&382A0

1,426,765

8pConvertibleRedeemable Participating
Preference Shares2001/2005 ofSOpcadi

900,000 OrdinaryShares of25p each

L428»76&0O

545420*40

2£04£S5 2JB38J561M

Thorpac Group pic is a marketing and distribution company which supplies freezer packaging,

microwave cookwareand accessories to thewholesale and retail tradermaimfectores awidevariety
ofaluinmium foil Pays and cotuaineis fortheUKfrozenandprepared foodmantdacmnngmdnroy
and distributes Frames,* foamed rigid PVC product, in theUK
Rtrtictilars ofthe Company are available through theEnd Unlisted SecuritiesMarket Service and
copies maybeobtainedduringnormalbusinesshoarsonanyweekdny(Sanudayexcepted)up toand
inductingVfedncsday 2$th December1988 from:

The interim dividend will become payable on 4fli January
1989. Payment of the netamount of this dividend on UK-CF
certificates will be made by the Company's paying agent,

Hill Samuel Bank Limited, 45 Beech Street, London, EC2P
2LX to the UK-CF depositaries in accordance with their

positions in the books ofCF-Amsterdam at foe close of
business on 9th December, 1988.

Holders ofUK-CF certificates are reminded that such
payment is subject to deduction of^ per cent Netherlands
Withholding Tax. This25percent may, however, be reduced
to 1 5 percentwhen payment is made to residents of the

United Kingdom or to residents of Australia, Austria,

Belgium, Canada, Denmark. Finland, France, Western
Germany, Ireland, Japan, Luxembourg, Netherlands
Antilles, New Zealand, Nonway, South Africa, Spain,

Sweden and the United States of America, who deliver

through the UK-CF depositary the appropriate Tax Affidavits

to the company's agent Hill Samuel Bank Limited. The
Netherlands Withholding Taxmay be reduced to 20 percent
when payment ismadeto residentsof Indonesiawho defiver

the appropriate Tax Affidavit in the above-mentioned way.

Paymentof the net guilderamount of dividend will be made
by Hill Samuel Bank Limited, in sterling at toe rate of

exchange ruling on 4th January, 1989, unless payment in-

guilderson an account with a bank in toe Netherlands is

requested no later than 28th December, 1988.

PuxidiStnttnolwN, Thorpac Group pic, ThorpacGroup pic

Corporate Finance Department lQHotRcMd, 10Harcomt House,
I LondonWM BnMnp, Love Lane Industrial Estate, J9A Cavendish Square,
LondonEC2MSPR Cirencester LondonW1M 9AD.

GlouccateraMreGL7RU.

Eindhoven 12th December 1988.
The Board of Governors.

andduringnormal buamcashoarson12thand 13tfa December1988fromCbmpanyAnnotincanenn
OfScc,Thc StockExchange,46 FinsburySquare,LondonEC2A1DD.

12thDecember,1988.
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Aurora expected to accept

takeover bid from ANI
By Ray Bashford

KELT ENERGY yesterday
declared its £208m offer for

fellow oil independent Cariess

unconditional, after receiving

71 per cent
This followed a second

redaction of the level at which
Kelt could declare its bid
unconditional.

On Friday Kelt announced it

was reducing the level from 90
per cent to 75 per cent. After
discussions later that night,
agreement was reached with
American Express to waive the
75 per cent fimtt and accept
the 71 per cent.
American Express Is financ-

ing file bid via a £199.2m loan
facility repayable over a year
lit two tranches. Part of the
loan agreement required Kelt
to grin control of 90 per cent
of Carless or such lower limit

as might be agreed.
Mr Alasdair Locke, Kelt

chief executive office: and dep-

uty chairman, said yesterday
“Naturally we are pleased to

have won the day.”
Mr Locke said Kelt would be

happy to talk with Trafalgar
House “in doe course.” Trafal-

gar House, the UK shipping,
property and construction
group, entered into the bitter

bid battle last Thursday when
it announced it bad acquired a
KL4 per emit stake and was
considering disposing of its oil

and gas interests to Carless in
return for a mixture of cash
and shares.
Mr Ian Clnhb, Cariess’s chief

executive, said yesterday he
was surprised at American
faprui; taking the risk. *Tt is

a very bold bank. They wifi be
lucky to get their money
back.”

AURORA, the Sheffield-based
engineering group, is expected
this week to recommend accep-

tance of the takeover offer by
Australian National Industries.

The announcement of the
recommendation is expected to
be accompanied by board
changes which will see the
departure of non-executive
directors and their replace-

ment with members of the
board from ANL Australia's

biggest engineering group.
The Australian group last

eek left the Aurora boardweek left the Aurora board
with little alternative to agree-
ment to the terms of the offer

when it snapped up 9.7 per
cent of the capital to lift its

holding to 59.4 per cent.
Included in this figure is accep-

tances to the bid. which values

the company at £133. ire, for 8.7

per cant of the capital

The Aurora board rejected

the 148£p offer and also the

loan note altematatlve and
major institutions holding 22
per cent of the capital agreed

with the board's recommenda-
tion. It is understood that the

board was pushing for a cash
offer of between 15SP end I60p

a share.

ANI declared Us offer uncon-
ditional last Friday. Aurora
shares ended the week at 148p -

OJjp below the cash bid.

The two malar shareholders
are M&G and Investors in
Industry (3i). They are expec-
ted to follow the board's recam-

NEWS IN BRIEF

Bristol Evening Post reports dm
advance to £3.97m at interim stage
A £im advance to £&S7m in pre-tax profit Is announced by Bristol

Evening Post for the half-year ended September 3a
With earnings rising to 991p (7.49p) the interim dividend is

lifted to asp (3p).

Turnover rose to £28.54m (£25-93m). Newspaper publishing
accounted for £17.I8m (£i4£4m) and contributed £2£5m (£L60m)
to profits. Retail improved by U-5 per cent, transport 17 per cent,

and property rental 20 per cent
Mr Andrew Breach, rfifliiman, said satisfactory full-year results

were expected. Newspaper activities were benefiting from a buoy-

ant local economy leading to demand for advertising. There were,

however, signs that some advertising categories could decline.

BLP expands
in US via

£5.4m purchase

AB Engineering up
Further good progress was

achieved by Associated British
Engineering during the half
year ended September 30 with
profits for the period rising

from £33,000 to £352,000 at the
pre-tax level. Turnover rose by
£3m to £l5.09m.

Directors said in Che absence
of a downturn in the UK econ-

omy they expected the recov-

ery in file group’s fortunes to
continue. They will consider
payment of an ordinary divi-

dend at the year-end.

division enabled Hawtin, dis-
tributor of protective clothing
and safety equipment, bricks
and tiles and chemists’ sun-
dries, to lift its profits from
£431.000 to £1.3m pre-tax for
the year to enttSeptember.
Turnover advanced from

£21.76m to £24.lm. Earnings
amounted to 1.5lp (<L36p) and
the final dividend is lifted from
(X375p to 05p.
Since the year-end trading

activity had shown a further
advance and directors said the
trend was continuing.

Officu & Electronic
Office and Electronic

Machines reported an
increased pre-tax loss for the
first half of 1988 of £738.000,

against £43,000. During the
period the company underwent
a <*hflngp in marmgpmHnt fol-

lowing its worst year with pre-
tax losses of £4JJ2m.
Turnover fell 21 per cent to

£10.Q2m (£12.73m). The loss per
share came out at 12.08p

(0.07pX The company is return-

ing to the dividend list with a
nominal payment of (LOlp to
maintain trustee status.

In the first half operating
loss increased to £711,000
(£14,000). There was an excep-
tional profit of £76,000 this time
but the net interest charge
increased to £103,000 (£28,000).

A loss for the full year was
still expected.

Airsprung improves
Airsprung Group, furniture

manufacturer which came to
the USM in 1986, raised its

profits by £196.000 to £1.26m
pre-tax for the six months
ended September 30.

Directors said the improve-
ment was achieved despite the
initial costs of introducing
combustion modified foam to
meet fire retardent regulations.

Turnover grew to £I5.74m
(£13.29m) and earnings per
share improved to 839p (7-33p).

The interim dividend is being
stepped up to 2.32p (2-13p
adjusted).

During the period two prop-
erties were acquired for £lm.

Carr’s Mifling

Phoenix Timber

Hawtin up to £1.3m
A continnation of

satisfactory trading by each

Gulf Canada
Resources Limited

US. $375,000,000
Note Issuance Facility

Phoenix Timber Group,
reported continued growth in
the six months to end-Septem-
ber with pre-tax profits up

:

from £83L000 to £995400.
Mr Peter Quinn, chairman,

said the result was achieved
despite an interest charge
more than doubled to £714,000.

Turnover totalled £30.5m
(£2Llm) and tax took £52,000
(£51,000). The Interim dividend
of Lip (lp) came from earnings
per share of 6.7p (6.lp).

Poor market prices for its

chicken, meat and egg inter-

ests due to national over sup-

ply affected the results of

Carr’s Milling Industries in the

year to September S.

Lower pre-tax profits of

£1.88m against £2.09m were
achieved on sales to external

customers of £7JL01m (£67.08m).

Trading in the current year
was ahead of last year, how
ever,and prospects were
encouraging, directors said.

Accordingly, they are propos-
ing a final dividend of 5.75p
(5J5p) for a 7.5p (7.25p) total
Earnings fell to 20.8p (29.6p)
per share.

Profits from flour milling
and baking rose significantly

through lower operating costs.

And although competition was
fierce the group's agricultural
interests also performed well,

directors said.

Noteholders are hereby notified

that the appficafaie Rate of

Interest and the Interest Amount
in relation to the Interest Period
13th December 1968 to 13th

February 1989 is asfoiows-—

1 Rale of Interest: 9 S/16%

O
a Interest Amount per
US$500,000 Note: US$8,019.10

The Interest Payment Date
wffl be: 13th February 1989

Reference Agent

Bank of America
International Limited

The Chase Manhattan Coiporation

U.S. $400,000,000

Floating Rate Subordinated Notes due 2009
For die three months8th December, 1988 to8th Maxvh, 1989theNotes
will carry an interest rate of9%.% perannum with a coupon amount of

i

U.S. $239.06 per U.S. $10,000 Note, payable on 8th March, 1989.

IBankessThist
iCompany,London Agent Bank

Woo!worths New Zealand
Finance B.V.

IftWiumWwH Bond* Do. IWI
IV R*r» ofExvhnnjr.» ib-fin*! In Con-

ilitm ft bl of the nbnvr ilncilbrj Bmuk
nimHi-nhlv li»lh«'0>uvitii»Uiir Dr,-rfnlK-r<aL
J'wt Irim Ihw- Bond" I* I'.fT. SO.lM.Vi
inr XZ- DiiIUb Kwh Cuupiin in the
.mount 111 S.Z. tlllS-VI Mill V pail] U.S,
-«mrk.U.

U VRXVn THI ST COMPVNY
«r»* irwLflmf Afpmi

Jfctli-il: IViTwIrr Li l<*WI

Grassland Savings, FSB
U.S. $100,000,000

Collateralized Floating Rate Notes,
SeriesA due December 1997

For the three month. 8th December, 1988 to 8th Match, 1989 the
wiU carry an interest rare of 9*H.% per annum with an

toremt amount of U.S. $2,453.13 per U.S. $100,000 nominal.
The relevant interest payment date will be 8th Match, 1989.

Lwted on the Luxembourg Stock Exchange

Bankerslrust
Company,London AgentBank

Ireland
1 £100,000,000

1 FLOATING RATENOTES i

1 1996

| In accordance with the provisions ;

| ofthe Notcmiodcc hereby
S given rhai rhr rate ofinirrear for

{S the three monrtu period j

5 9th December. IV88 ro
jS 9ih March, 1989 has been fixed at

!

S I3'/S per Cent, per annum. Coupon!
a No. 17 will therefore be payable ar [

a £1.664.33 percoupon from
;S 9* March. 1*99. j

Te,-

l

S2
D
iL

LwiJ^R0
?L

EN0R GARDENS
- LONDON SW1W OBD

ref. 01-828 7233/5699 Reuters Code: 1GIN, IGIG
"

5asmd Montagu& Go. limited !

Agent Bank

Dec. 1432/1441 -O J n~ Rgf.fS®, „ WALL STREET
Mar. 1447/1456^ feHIjBtt
_Pnces taken at 5pm and change Is from previous close at 9pm

Triontfetim to accept tha offer

despite lingering reservations

about the terms.

M&G and SL were also push-

ing for a price in that region

before Electra sold its IS per

cent stake to ANI which gave

the Australian group a very

strong hold over of the com-

pany with a 41 per cent stake.

Few small shareholders have

accepted the loan note alterna-

tive, although the large share-

holders might see its attraction

as a means of lowering tax

charges on profits from the

sale of their holdings.

Both institutions are sitting

on large profits, having
acquired their sham for lOp

each when Aurora was recon-

structed In 1988.

By David Waller

BLP Group, manufacturer of
real wood laminates and asso-

ciated products which joined
the USM in August, is buying a
North American competitor for

a mariimim of $10m (£5.43m) in
cash and shares and reafcfng a
2-for-7 underwritten rights

issue to raise a net £&2m.
It is acquiring the Woodtape

Group, a manufacturer and dis-

tributor of real wood veneer
and synthetic edgebanding
with operations in the US and
Canada. In 1987, the group
made a pre-tax profit of

8997,000 (£541,000) on turnover
of 813.56m. For the 10 months
to end-October profit was
81.08m.

Initial consideration will be
met by the issue of 1.35m
shares at I30p and payment of

85.17m (£2.81m) cash. The
rights issue is priced at 93p a
share and will be used to pay
the cash element of the consid-

eration; it is being supported
with the forecast that BLP wffl

make a- pre-tax profit of not
less than £L9m for 1988. and
the directors are recommend-
ing a final dividend of 235p.
making a total of 3.4>» a 20 per
cent increase.

(
if**

iil.f et

MS.:** •*

2! J ' L>* '

f



y- - -

' yiL-

l!
'

H.

Larr’* MiEiag

FINANCIAL TIMES MONDAY DECEMBER 12 1988

uli

k. il

ji imiTii 1

> i i

1
4*afiiirF7

"
1 r;p

”

~
i VI ;

iInf T-: q

'
1

1

1 * '

nit'*:mTV:-i Cm J

Chase Manhattaii pulls
oat of Saadi venture
By Rim Barra in Riyadh -

CHASE MANHATTAN Bank of
US is flmtiwp its Saiytf TOQ>

tee after penmsston
from the Saudi AtaUm Mone-
tary Agency (Sanaa), the quasi’
central bank, to sell its remain-
ing 15 per cent stake in sawjj
Investment Bank (Saib).

Details of the pull-out have
yet to be wcarked out. Options
include selling its share to
local companies or hanks, to
extsitny shareholders, ar ofTetr-

mg the stock in a flotation to
the public.

When Saib, the kingdom’s

of West Germany's Commerz-
bank.
Chase will become the third

bank to withdraw from the
kingdom In toe past two years,
following Commerzbank as
well as Basque dn T.iKsm de
Outre Bier, which sold its 10
per cent of United Saudi Com-
merdal'Bank to new share-
holders.
-Chase was the dominant

partner and held a manage-
ment contract until last year.
Several local bankers say pri-
vately that Sama should have

nEmnnsnn

Noco rejects Saga offer

to acquire 30% holding
By Karen Fossil in Oslo

NORWEGIAN OIL Consortium
(Noco), a small independent
company with stakes in four
producing Norwegian oil and
gas fields, has rejected an ofier
by Saga Petroleum, Norway's
largest oil independent, to
acquire a 30 per cent stake for

an undisclosed sum.
Last month. Saga offered to

buy the 20 per cent stake
owned by Aker, the Norwegian
frnrirad-rial concern, and thn 5
per cent stakes owned by Wil-
helm Wfihehnsen and Kosmos,
the shipping companies.
Although no purchase price
was given, Aker said it would
stand to gain NKrtOm (HOJm)
from the dp«i

Noco said the dose co-opera-

Small advance
at Enromoney
EUROMONEY Publications,
the Luxembourg listed maga-
zine company, lifted pre-tax
profits 2 per cent to £6.65m
(SlSJm) in the year to Septem-
ber as turnover rose 9 per cent
to £28^m, writes Our Financial
Staff.

Net enrnfngH per share were
21.4p compared with 20.7p. The
company is paying a final divi-

dend of Sp to make a total
against l3-75p. It is 78.6 per
cent owned, by Associated
Newspaper Holdings of the UK.

Veba chairman to quit Krupp board
By David Goodhart in Bonn

MR RUDOLPH von
Bennigsen-Poerder, chairman
of Veba, the West German
energy conglomerate, will
leave toe supervisory board of

Pried. Krupp, the troubled
heavy industrial group, at toe
«wvi of the year.

His decision, for which no
nffitrfal grpIanaUnn was given,

adds a further twist to the
speculation about who will

succeed Mr Bexthold Beitz, the
current Krupp chairman, who

has said he wffl stand down
next June.
Mr von Bennigsen-Foerder

had been semi as one of the
possible successors to Mr Beitz,

but his exit from the board pre-
sumably rules that out
One reason which is being

suggested for toe Veba chair-
man’s surprise decfoarm is his
disappointment that Mr ftfe
is staying on as head of the
foundation which owns 75 per
cant of Krupp.

Other possible rarndtaatps for
Mr Beitz’s chair include Mr
Gtoter Vogelsang, currently a
board member of several key
companies fanimWiig Thyssen
and Deutsche Bank, Mr Friedel
Neuber, chairman of the West-
deutschen regional hank arwi

Mr Wilhelm Scheider, cur-
rently the Krupp rhirf execu-
tiveJfowever, Mr Scheider may .

be vetoed by Mr Beitz, with
whom he has clashed many
times in recent years.

Citicorp

purchases

insolvent

Florida bank
CITICORP has acquired an
insolvent Florida bank, giving
the biggest US bank company
its first foothold In the state’s

lucrative q^p^inwplal bunking

market, Reuter reports from

State bank regulators closed
toe privately held Caribanfc of
Dank on Friday end pawned

the Federal Deposit Insurance
Corp (FDIC) as receiver, the
Florida Comptroller’s Office

tlon and continuity among its

current partners was the rea-

son for the rejection of Saga's
offer. The rejection will come
as a blow to the highly-in-
debted Saga which was seeking
to buy stakes in companies
which have nQ.and gas firing

in production. The acquisition
would have provided immedi-
ate petroleum revenue to
to Saga’s income.

It would have also allowed
Saga economical use of produc-
tion and process farinitieg in
the ValhaD field for an oil dis-

covery nearby. To develop this
field. Saga wm be forced to pay
maviwmm usage tariffs which
cnnld nwdgrming the Viability

of toe new development

Citicorp Wwn acquired Carl-

bank, which operates 14
branches and has assets of
1535m. Caribank, which had
operated since last year under
FDIC restrictions, was likely
to reopen today as a newly
chartered national hmt nwHw
the Citicorp name, officials
said.
The acquisition fyartaf Citi-

corp's first entry into commer-
cial banking in Florida. The
New York-based bank also
owns Citicorp Savings of Flo-
rida, a savings and loan asso-
ciation with $3bn in assets,

but it has beat barred tram
providing many of its parent
company’s financial services.
Florida law allows only

banks based in other south-
eastern states to buy healthy
Florida banks. Money-centre
banks such as Citicorp have
generally been excluded,
except in thw case of foiling
institutions with at least
$500m in assets where federal

regulators have intervened.
The Comptroller’s Office

said Caribank, which was con-
trolled by Mr JJ. Gonzalez
Gorrondona, a Venezuelan
businessman, became insol-
vent largely because of bad
property loans.

The bank lost more **>«««

840m in toe first nine months
of toe year »»«f has a negative
net worth of 815m. It has
branches In Dade, Broward
and Palm Baarh counties.

• The Federal Home Loan
Bank Board (FHLBB) has liq-

uidated an insolvent thrift in
Denver, Colorado, with $L.7bn
in deposits, one of toe biggest
such liquidations in recent
years.
The thrift was Silverado

Banking, Savings and Loan
Association, which faced diffi-

culties due to unsafe and
unsound business practices
including bad property loans,
the FHLBB said.

Macmillan sells Michie

division for $226.5m
By Roderick Oram in New York

MACMILLAN, the US
publisher, has sold its Minhfe
tax codes division for jggfl-gm

,

bringing to nearly 8630m the
money it has raised from dis-
posals since Mr Robert Max-
well, the UK publisher, won
control last month for SSLGbn.
The buyer is Mead, a big US

paper and packaging company
whose Mead Data Central oper-
ation is one of the largest full
text data base services in the
world. Michie. the lending com-
piler and publisher of state
legal codes in the US, is a natu-
ral fit for the service.

The latest Macmillan dis-
posal surprised some analysts
since Michie is a fast growing,
highly profitable operation typ-
ical of the information services
business. Wall Street had

expected Mr Maxwell to
empahwiBA this business as a
compliment to his recently
acquired Official Airline Guide,
rather than to concentrate on
lower-margin book publishing.

Macmillan previously sold
two book direct marketing
operations and two publishers
of controlled circulation trade
magazines.
The buyer was Kohlberg

Kravis Roberts, toe leveraged
buy-out specialist which Mr
Maxwell outbid fin* control of
Macmillan.
• Global Analysis Systems,

the research consultancy
owned by Mr Maxwell, said the
New York Stock Exchange has
approved the trading of an
option and a futures contract
on its 100-share International

Equity Index, Nikki Tbit ad ids.

Global Analysis System) s is

in toe process of becomfj ag a
subsidiary of f^prfon & fUsh-

opsgate Holdings, a private
fund management bur loess
owned principally by Mr • Max-
well and Lord Donoughr fea.

The GAS 100 Intern, fitinnal
Equity Index is designed to
track the Morgan Stan'/ ey/Cap-
ital International EAF7£ index.
It is made up of 10ft non-US
blue-chip stocks from u differ-
ent markets.

Following the ? agreement)
with the New York Stock
Exchange, regulatory approv-
als will be sought and GAS
says it expects tor* option and
futures contract -to start trad-
ing in mid-1989.

Texaco unveils staff stock plan
TEXACO of the US has
launched an employee stock
ownership plan (Esop) which is

borrowing 8500m to buy a new
issue of convertible preferred
stock from the company. Ren-
ter reports from New York.

Oil analysts said toe issue
would strengthen the com-
pany’s defences against a hos-
tile raider or proxy battle. The
announcement came amid
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speculation tbat Mr Carl Tnahn
,

with a 14U per cent stake, may
be considering a new bid for

the oil major with another
unnamed investor.
Mr Mark Gilman of Robert

Fleming said; “The primary
purpose of this plan is to create
a vehicle for stock to end up in
friendly bands.”
The stock, which represents

more than 8m voting shares.

will ultimately raise employ-
ees’ stake in Texaco to 8J> per
cent from 5 per cent currently.
Mr James Kinnear, chief

executive, said; “Adoption of
the Esop feature, which has
been under study for some
time, enables employees to
increase their ownership in the
company and farther align
their interests with those of
our shareholders."
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Secondary placement in Switzerland of

750,000 shares

ofPesetas 500.- par value each
atthe price ofSwiss Francs 5L70 per share

S.G. Warburg Soditic SA

Banca del Gottaido

BankJulius Baer& Co. AG
Bank Heusser& Cie AG

BankJulius Baer& Co. AG Banque Paribas (Suisse) SA.

Chase Manhattan Bank (Swiizeriandf) Cbmmenfoank (Schweiz) AG

The NIkko (Switzeriand) finance Co., Ltd. Pictet& Cie

Salomon Brothers HnanzAG Swiss Cantobank (Tntemational)

Swiss Volksbank

BfG: Bank (Schweiz) AG

Bank ofTbkyo (Schweiz) AG

l^OtsuhisfaiBank (Switzedand) Ud_

Bank Oppenhdm Pierson (Schweiz) AG

Bank S.G. Warburg Soditic AG

Kidder Peabody (Suisse) SA.

Nippon Credit (Schweiz) AG

U.S. $125,000,000

TEXTILE INC

Note Issuance Facility
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Credit Suisse First Boston Limited

Lead Managers

Bank of Montreal Group

Banque Nationale de Paris
Puna Brandi

Credit Lyonnais

The Toronto-Dominion Bank

Managers

Credit Suisse Canada

CISC Limited

The Royal Bank of Canada

National Westminster Bank Group

Facility Agent

Credit Suisse First Boston Limited

Issuing and Paying Agent

Bankers Trust Company
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Vigilantes’ power held in check
“WHERE ARE the bond
market vigilantes when we
need! them?" Mr Bob Giordano,

chief economist at Goldman
Sachs, asked this question
about a month ago, as

long-tom US interest rates fell

belon 8% per cent for the first

time- since post-Black Monday
{ears

1 of an immediate races-

skm isvaporrated last ApriL

What made the autumn rally

so sui*pnsing and potentially

disturbing to people like Mr
Glordaito was that it seemed to

belie Wre credo that had
become the most important

Justification for fixed-interest

investment since the late l9TOs.

, Between 19*79 and 1981, bond

market investors had finally

learned the lessons of the infla-

tionary 1970s. Never again

would the5T allow the govern-

ments of leading capitalist

countries to inflate their way
out of politico^cononiic trou-

bles.

At the first hint erf inflation-

ary policies, the world’s bond

markets would rapidly drive

up long-term interest rates ,

precipitating or at tost threat

wring a recession. Tins would

either counteract or deter the

inflationary proclivities of poli-

ticians and their electors.

As 1988 draws towards a

close and strategic investors

start to turn their attention

towards the next decade, it

may be time to question the

bond market vigilantes’ awe-

some anti-inflationary power.

The first clear hint of this

occurred a few months ago,

during the autumn bond rally

which culminated a few days

before last month's presiden-

tial election.
,

This rally, which took the

80-year bond yield to a low of

8.74 per cent on November 3,

coincided not only with what

has now been revealed as a sig-

nificant acceleration in the US
economy's growth rate and a

new build-up of inflationary

pressures after the drought-in-

duced tell of the summer.
More importantly, the bond

market rose in tandem with an

election campaign which
dearly demonstrated that most

American politicians no longer

care a damn about the danger

of inflation - and even those

who may still care are not pre-

pared to do, or even say, any-

thing about it
Last week the evidence

became still stronger that bond

market vigilantes are now a

spent force. The bizarre Gorba-

chev rally, which added two

points or more to Treasuries in

US Treasury ytold«

9 8 1 2 3 4 8710
months years

3oM:TiKdN*itePBMfc«-(U*«dop)

an aitemoon’s trading on Tues-

day, easily erased losses result-

ing from the previous Friday’s

stronger than expected emidoy-

long bond yield

back below 9 per cent far the

first time since mid-November

and created a flat yield curve

across the whole range of

maturities, from two-year

notes to 30-year bonds.

What did this unexpected

market action demonstrate?

That Soviet troop cuts and

detente would square the circle

of the Bush Administrations
fiscal plans?

The history of the past 10

years suggests a vary hunted

correlation between US defence

spending and any objective def- -

inition of military “require-

ments." But even if a change

In the Soviet military postiue

ultimately had an effect US
defence spending, the impact

of Mr Gorbachev's moves
would be negligible, according

to Ms Astrid AdolfSon, of

McCarthy Crisanti & Maffei,

one of the tew brad analysts

who took the trouble to exam-

ine the issue last week.

Even in the unlikely event

that tiie Soviet cuts in Europe

resulted in an Identical reduc-

tion in US deployment, the

savings would come to

between (180m and J2bn annu-

ally, depending on whether the

freed troops were released

entirely from the armed forces

or were redeployed in the US.

In reality, of course, the Gor-

bachev rally only emphasised

again how short-term oriented

and optimistic the bond mar-

ket had become.
The reason why bond prices

exploded on Tuesday was sim-

ply that tiie market was over-

sold, with too many dealers

carrying their short positions

forward from the sharp decline

after the employment figures

the previous Friday. These

shorts became vulnerable

when it was apparent that the

Federal Reserve was not about

to raise its discount rate In

response to the Friday figures.

If the market were still domi-

nated by inflation vigilantes, it

would have dropped like a

stone on the evidence that the

Fed was still ambivalent about

tightening monetary policy,

even in the face of dear signs

that the economy was growing

far above its 2% per cent target

for gross national product

Indeed, true bond market

vigilantes would long since

have turned against the us

central bank for expressng its

objectives in terms of statistics

such as employment and real

GNP growth.

The most important mone-

tary of the 1970s was

supposed to have been that

such "real" economic objec-

tives were bound to push mon-

etary policy in an inflationary-

direction unless it was
“anchored" with nominal tar-

gets such si exchange rates,

commodity prices or money
supply growth.

The problem with all “real"

targets, as the inflation-fight-

ers of the 1970s perceived it,

was very relevant to the pres-

ent circumstances in the US.

Once inflation has started to

accelerate. ]t can tjeve*

brought under control by a

monetary policy whichaimsto

stabilise unemployment or real

GNP growth, or even to target

the actual rate of inflation.

This is because forecasts of

inflation based on the past

relationship between prices

and employment willcon-

stantly prove too low. Private

economic agents will keep

ratcheting up ttefr

wages to keep ahead of the spi-

ral while the monetary author-

ities will continually tighten

by too little and too late.

According to a growing num-

ber of Wall Street’s best econo-

mists,
this is precisely whatis

likely to happen overtire next

few years. As Mr David Hale,

erf Kemper Financial Services,

sees it, the key question far US
Investment strategy has now
become: “How will Bush man-

age stagflation?”

“Tolerably well” might be

the best summary of Mr Hate s

conclusion. But this only adds

credibility to his depressing

thesis - that the least unpleas-

ant option for the Bush Admin-

istration is to avoid recession

at all costs, by allowing infla-

tion to creep steadily upwards

and using each faltering or

domestic economic activity to

devalue the dollar further.

Anatole Kaletsky
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Grenfell points at things to come
t
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THE EXIT of Morgan Grenfell

from the gilts market last

Tuesday is a harbinger of

things to come.
Unlike other retreats, with

the possible exception of that

by Citicorp, it appears Morgan
Grenfell quit not because it

had got its book wrong or

failed to secure a deceit snare

of the market It took a strate-

gic view and decided there was
no future in trading gilts. The
outlook for the market was, in

the words of one executive,

“lousy."
The implications for the

remaining 23 market makers
are significant.

First scone facts about Mor-

gan Grenfell's gilts operation.

It employed five traders and
six salesmen. Four erf the trad-

ers wnfl three of the salesmen
have been redeployed within
the company. Of the original

capital dedicated to the gilts

operation, the company will be
left with £15m (S27.7m).

It Twd planned to reduce the

capital dedicated to gilts to tins

level on January L According

to the company’s press state-

ment, the gilts business
incurred losses of about £&5m
in the first 11 months of the
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It would seem fair to

assume, therefore, that the
original capital allocated to

gilts was somewhat higher
than the £15m to be extracted.

But precision is ritfffmTt and.

accountants are skilful people;

the waters are further muddied

by tiie tact that Morgan Gren-

fell’s gilts arm also encom-

passed money market trading.

A year ago, Morgan Grenfell

thought of pulling out of the

market. It decided to have one

last go. A new team was
brought in and the operation

completely reorganised. By
July this had been completed

and the company's shine of

retail business In gilts was
around 14 to 1 per cent.

At the time, stories circu-

fctarf in tiie market of Morgan

Grenfell making suicidal

prices. Spreads were con-

tracted or did not exist at all, it

was said. Morgan Grenfell
ftowiprf its trading was suicidal

but confirmed it had done
away with the front book/back
fr-w-dc method of trading com-

mon in other gilts operations.

The upshot of this change in

dealing practice was to

increase the operation’s share

of retail business, which fluctu-

ated around 5 per cent, execu-

tives say. , , „
This represents a level of

penetration which is reason-

able by any standard. It was
achieved by getting a quality

tpam to weak in a focused way
- a tgttTw which, moreover,

produced profits before

expenses.
This, executives say, goes

part of the way to explaining

why, when the boom was tow-

ered last Tuesday, the gilts

toam kept on trading. It

thought it was only the equi-

ties division that was being

Morgan Grenfell could have

kept operating in thefts
ket. Its overall fixed-interest

division was profitable even

after allowing for cross-subsidy

satlon of those parts which

were not But like so many,

probably all, market makers,

the prospect of earning at best

a desultory return on capital

not only in 19®, but 1990 and

1991 as well, tipped the balance

in favour of retreat

This judgment followed an

assessment of the likely out-

look for the market in the

years ahead.

Even if costs could have

been cut that would not have

altered the outlook of a steady

erosion of the physical stock of

the pits market.
Securities houses make

money from trading, and trad-

ing new issues in particular.

As one executive notes, the

only reason to be in Eurobonds

is to handle new issues. That is

where the money is.

With liquidity drying up and

no prospect of new issues in

the foreseeable future, the

operation’s raison d'etre was

looking flimsy. It came down
to the question: does one want

to devote resources - manage-

ment, staff and capital - to an
endeavour that will not pay, no

matter how well one does it?

The answer to that question

came, a little earlier than

planned, on Tuesday.

Simon Holberton
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the flrruph shows the

of ftojttwloraam
thathas occurred across the

maturity spectrum since the

September/October bull mar-

ket peaked. The movement has

beensuffleient to cool ana-

lysts’ fears that economics no

longer matter to the market

The latter took root when the

Bank of England’s buytogrjn

was still in the novelty phase.

The fell in prices represent*

a worsening of pewcpttJJJJ

about inflation ““g®
over a “soft fending" tor ti»

economy. That said. It does

not seem as if the price move-

ment has been generated

through massive selling.

Possibly this week’s rash of

statistics will produce those

conditions - a “faad” figure

for tiie market is a potential

“good" figure for the Bank.
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DEVELOPMENT bank finance

ADB resorts to US for

subordinated borrowing

INTERNATIONAL CAPITAL MARKETS
I INTERNATIONAL BONDS

Veteran players await further City lay-offs

subordinated
borrowings by banks have

securities markets, they
*,eei
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nJS® African Development
Hf* « supranational bank
whose largest backer is the US
government, last week issued[wo subordinated Yankee
bonds totalling $200m, the first

$3? l
x bas raised subordinated

u®bthi the us puhlic markets.
• The. Issues, .were lead man-
used by Kidder. Peabody.
One, a $100m issue due 199%

carries aicoupon of 9% per cent
and is priced at 99.875 to yield
™. PW cent, a spread of 50
bans points over comparable
maturity Treasuries. The other
carries a coupon of 9% per
cent, matures in 2003 and Is
priced to yield 70 basis paints
over 10-year Treasuries.
Both issues are rated AA-1

by Moody’s' Investors Service
and AA-minus by Standard &
Poor’s.

Mr Milan Kerao, vice presi-
dent of finance at the ADB,
said the bank planned to raise
the equivalent of Sibn in new
borrowings in 1989, about a
third of which would be subor-
dinated.
The ADB did not have

to world capital markets nn+fi

1982, when industrialised coun-
tries became members. The
bank’s callable capital is
deemed to be that of its mem-
bers, but the non-borrowing
members, such as the US and

EUROMARKET
TURNOVER <$m)

MrajRlaU
Straights Cm

OSS 382.7 00
Pm, 2.B39.2 84
Otter 1,6243 05
Prar 53053 2

5

SftMKiarjr Market

OSS ' 10,2533 OOU.6
Prw 123BL2 8775
(Mr . IB,6561 1.125.0
PiW 163315 963.0

FRN Otter

2,9293 7,068.8
23.0 11.7563
295 1,0763
5033 23245

5B265 5,7083
63845 6,2218
5.636-2 22.4555
3353.9 20,0845

Md Esrodor Tots

9339.7 23,638.9 33,1785
123153 28,4265 40,942.8
22584.2 27,918.9 50.6033
233616 25,9263 49387.9

Walt to Dttteber 8, 1988
Source: AIBO

Japan, may not provide more
than one third of its $20tm cap-
ital base.

Therefore, the capital of the
ADB cannot be increased
nnfegs either the borrowing
members - same of whom are
Africa’s poorest states -
increase their participation or
a method of raising capital
externally is devised. Hence
the issuance of subordinated
debt
- In order to maintain the top-

flight credit ratings on the
ADB’s senior debt, the total
outstanding may not be more
than 80 per cent of the total
capital of the non-borrowing
members.

In practice, according to Mr
Melvin Bines, in charge of
development imnfr fjnamringff

at Kidder, there is no distinc-
tion between the claims of
senior and subordinated lend-
ers to the ADB unless a claim
is raaife on the callable capital
of all the members.

But that is only likely to
occur in the face of a world-
wide recession of such severity
that the fate erf virtually all

lenders would be affected.

Mr Bines said that last
week’s issues for ADB were not
the hank's first subordinated
borrowings, although they
were the first in the US public
debt markets. In 1984, the bank
made a $100m private place-
ment in the US and followed it

in succeeding years with pub-
lic offerings in Switzerland,.
West Germany and the UK.

The ADB has also tapped the
syndicated loan market in
Japan, finding it a source of
much more long-term funding
than would be available in say
the Euromarket.

Just three months ago. It

raised YlObn in a 15-year loan
arranged by Long-Term Credit
Tfemtt of japan, paying interest

at the long-term prime rate

(LTPR). It also raised a YlObn
20-year loan via Dai-lchi
Mutual Life Insurance paying
interrat at one basis point over
LTPR.
Meanwhile, syndicated Euro-

credits are scarce as banks
wind down ahead of the usual
Christmas torpor.

However, Credit Suisse First

Boston is arranging a $75m
seven-year revolving credit

facility for Lenfest, a privately

owned US cable television com-
pany broadcasting Into Phila-

delphia, Pennsylvania and
Oakland, California.

The loan begins amortising
at the end of the third year and
has an average life of five

years. There is a commitment
fee of 37Vi basis points If less

than SO per cent of the facility

is drawn, falling to 25 basis
points if more than half is

drawn. The margin is linked to
a ratio of funded debt to ann-
ualised cash flow, rewarding
the borrower for performance.
If the ratio is %5 or more, the
margin is % over Libor, falling

to % if the ratio falls below
that leveL
Swedish Export Credit (SEK)

said it would be the first supra-
national to use the flwpfgjTig
Samurai commercial paper
market, with a Y25bn pro-
gramme to be launched alter

December 15. Daiwa Securities,

arranger of the programme,
said it did not believe SEK
would require a back-up line of
credit under new guidelines
intended to liberalise the com-
mercial paper market in Japan.
Morgan Grenfell is arranging

a £150m commercial paper pro-
gramme for Mecca Leisure.

Norma Coben

Borrowers

US DOLLARS

Sumitomo Rubber Ind.*#
Nippon Zson Co.*#
Nippon Stainless Steel*

IBJ Finance Ca*
Life Co.*
Tokyo Steel*

DaJshlnpan Co.*
African Dev. Bank(a)#
African Dev. Banfc(a)#

CANADIAN DOLLARS

City of Copenhagen#
CJBC - Singapore#
Thomson Brandt Ini#
Fed.BusJ3ev.Bfc Canada#

AUSTRALIAN DOLLARS

PiBA#
Finance CoS. AtraHa#
Eurofima#
Akzo#
Australian Tel.Comm(b)#

NEW ZEALAND DOLLARS

Unilever Cap. Corp.#
World Bank#

PESETAS

IFC#

Amount
n.

VETERAN PLAYERS of the

London-based Eurobond mar-
ket were clearly as shaken as
the rest of their City counter-

parts at last week’s redundan-
cies, but their stance was at
once more pragmatic and
resigned. Overcapacity and
rationalisation sure concepts
that thg Eurobond market
bad to live with for quite some
time now.
While the focus last week

was on the post-Big Bang
scramble for market share in

UK equities and gilt-edged
securities trade, Friday’s wind-
ing up of Purcell Graham,
Exco’s Eurobond broking arm,
drove home the stark feet that
bond market volume is still not
high enough to justify current
staffing levels.

"There are stHL rather more
people than jobs,” one senior
syndicate official observed.

While not all the job losses

have been as public as those
semi last week, the Eurobond
sector has been subjected to
radical, pruning over the last 18
months and it is clear that fur-

ther cuts are inevitable.

The same 18 months has,
however, seen a profound
change of mood in the market
A new rationality has
descended on the new-issue
business. In stark contrast
with the heady days of the
early 1980s bull market, few
houses can now afford to bring
grossly mispriced deals. There

Maturity years

This announcement appeals as a matterofrecord only.

Newbrae I7tb November, 1988

Can. $100,000,000

Genfmance Luxembourg S.A.
(incorporated in the GrandDuchyofLuxembourg with limited UabSity)

10% per cent. Guaranteed Notes due 1993

imconditloirany and Irrevocably guaranteed as to payment of principal and interest by

GenerateBank
(incorporatedin the Kingdom ofBelgium with limitedliability)

Issue Price 101% per cent.

Udoa Bank ofSwitzerland (Securities) Limited-

AmstegdanHRotterdam Bank N.V.

ScotiaMcLeod Inc.

Algemene Bank Nederland N.V.

BNP Capital Markets Limited

ganque Gdndrale da Luxembourg S.A.

Credit Commercial de France

Credit Lyonnais

Creditanstalt-Bankverein

jQeinwort Benson Limited

J.P. Morgan Securities Ltd.

SBCI Swiss Bank Corporation Investment banking

Generate Bank

Bankers Trust International limited

Wood Gundy Inc.

ASLK-CGER Bank

Banqoe Bruxelles Lambert S.A.

Banque Internationale k Luxembourg SJL
Credit Communal de Belgique S.A.
/Gemeentekrediet van Beigie N.V.

Credit Suisse First Boston Limited

Deutsche Bank Capital Markets Limited

Goldman Sachs Tnfprnatinnal Limited

Kredietbank International Group

RBC Dominion Securities International

Sori6t£G£n6raIe

Is precious little primary mar-
ket controversy for reporters to

seize on.
At the same time, business Is

tougher to obtain and the man-
date, hard won in a competi-
tive bid, is now more or less

the order of the day. With so
many institutions demanding
discounts to fee level on new
bond issues, frequently the
only house to make a few dol-

lars is the lead manager itself.

So, how many players in the
Eurobond market will have
mftrig money in 1988?

The handful of places at the
top of the underwriting league
table is not in question, so per-

haps 10 per cent. Another
canny 10 per cent may be at
break-even.
Management at the parent

banks ot the remaining 80 per
cent must now be seriously
considering whether their

groups can continue to devote
such resources to a business
which is merely breaking even
or turning in a substantial
annual loss.

Most houses involved In the
Japanese equity warrant busi-
ness have made serious money
this year. The sector, once dis-

missed as a “Mickey Mouse
market,” has proved to be the
single most important genera-
tor of income for several Euro-
bond firms in 1968.

While the sector's success is

assured as long as the Tokyo
Stock Exchange continues to

leap from strength to strength,
several senior market figures,
perhaps mindful of the swift
demise of the floating-rate note
market, have cautioned that
equity warrants’ time at the
tern could be limited.

Some other houses, barred
from the equity warrant
bonanza for whatever reason,
have managed to secure their

market position by becoming
expert niche players in some of
the smaller currency sectors
which have grown in impor-
tance since the US dollar's
eclipse. Hambros’ rote in the
Australian dollar sector comes
to mind in this context
Tightening of capital ade-

quacy regulations has made
fife difficult for many of the
other houses in the market
For the high volume per-

formers who have access to rel-

atively cheap funding, being
left with the bulk of a new
issue on their books is not a
catastrophe - they are home
and dry as long as they are
able to fond themselves at a
more attractive margin than
the (me they are committed to
provide to their borrowers.
While this may not provide

the best return they could
obtain from their assets, it is

not losing them anything.
For smaller houses which do

not have the distribution capa-
bilities to move this paper off

balance sheet, attempting to

service this kind of obligation

has frequently proved crip-

pling.

Thus the question for the

Eurobond market is not

whether jobs will go but how,

when and who will be nest.

After one particular instance

of blood-letting at a US house

last year, notorious both for its

scale and the insensitive way
in which it was Handled, most
firms have been at pains to
draw as little attention as pos-

sible to their restructuring
plans

While this restructuring
appears to have paid off in a
handful of cases, reports con-

tinue to circulate that several

of the second-tier US and UK
houses are using this strategy

to wind down their bond mar-
ket operations.

Many of these bouses have
pointed to their internal reor-
ganisation and to the recruit-

ment at a senior level of expe-
rienced bond market figures
from other firms as evidence of
their long-term commitment to
the market.

Yet to many observers this
kind of desperate retrenchment
more often a manage-
ment running out of both
patience and schemes by
which to turn the operation
around.

Perhaps it is because the
Eurobond sector has been

acutely aware of its over-capac-

ity for sometime that sackings

have become something of an
art. Earlier this month, one
Japanese house reportedly

effected some cuts by reassign-

ing several of its London-based
employees to jobs clearly
below their capabilities. Those
unhappy with their new
responsibilities promptly
resigned.

• Last week’s A$50m two-year
issue for the Finance Company
of South Australia via CCF car-

ries the guarantee of Beneficial

Finance Corporation. The guar-
antor is a wholly owned sub-

sidiary of State Bank erf Aus-
tralia but it is not guaranteed
by either the State Bank or by
the State of South Australia.

State Bank’s only involve-
ment in the issue is as a co-

manager. The issue, which car-

ried an attractive 15 per cent
coupon, was one of the most
successful seen recently in the
sector last week, attracting
strong demand from retail

investors in Continental
Europe.

• Baring Brothers has fixed
the terms on its £60m Euro-
bond for Associated Newspa-
pers convertible into Reuters
shares. The bonds are convert-
ible at 538p and the coupon is

set at 8J25 per cent

Dominique Jackson

NEW INTERNATIONAL BOND ISSUES

Book runner

Daiwa Europe
Nomura Int

Yamaichi fnL (Eur)

IBJ Int

Nikko Secs (Europe)

Nomura Int.

New Japan Secs.
Kidder,Peabody & Co.

Kidder.Peabody & Co.

Deutsche Bk Cap.Mkte
Wood Gundy
UBS (Secs)

J.P. Morgan Secs.

WestLB
CCF
Deutsche Bk Cap.Mkte
Bayerisdia Vereinsbk
Samuel Montagu

Hambros Bank
Hambros Bank

J.P. Morgan

Otter yield

% Borrowers

D-MARKS
IKB InL#
Cr. Suisse Finance#
Trtnkaus & B'hardt Fin#
Sweden#
Dai-lchi KLBk Nad'land#
BHF Fin. (Netherlands)#

SWISS FRANCS

Deito Solid Ca.**§#
Iwataya Dept Store**#

STERLING

Smith & Nephew Fin-##
Dawson Finance#*#
Fed. Express Finance#
Assoc. Newspaper3(c)§#

LUXEMBOURG FRANCS

EIB**#
ECSC**#
Barclays Bank**1#

Amount Av. life

m. Maturity years
Coupon

Price
Book runner Offer yield

%

5% SOM IKB 5555
8% 101% CSFB-Effectenbank 5.000

5*2 101 Trlnkaus & Burkhardt 5267
5% 101% Morgan Stanley 4.962

5*2 101% Morgan Stanley 5.123

5^2 101 BHF-Bank 5.267

100 Banca del Gottardo

100% Full Bank (Schweiz)

100 CSFB
100 CSFB

101^8 CSFB
100 Baring Brothers

100% Bqe Paribas (Lud
100% BGL
101 BH_

YEN

Kansall is-OsakchP.# Shi 1083 44 0 84.125 Mitsui Treat 4.007

Autopislas d'AlIantico# 20bn 1898 ID 5 100 Nomura Secs. 5463

Tianjin InLTst & Inv.# Iflbn 1998 .10 . 5.1 100.9 Nikko Sacs. 5.047

*Not vet priced. w-frPrlvBte placement. 4WHH equity warranto. Konvwtlbta. VComertSde preference sterna. 4Final twins, n) Launched on US
domestic market, b) Fungible wttb existing AC150m issue hunched In October, e) Convertible Into 6 ordinary sterns of Reuse re. Note: Yields are
calculated on AIBO basis.

Tbtsannouncement appearsasamatterofrecordonfy.

Confederation Mortgage Services (UK) Limited
A memberofthe Confederation Life Group ofcompanies

£165 ,000,000

Revolving Credit Facility

Arranger

S. G.Warburg & Co. Ltd.

leadManagers

BankofMontreal Deutsche Bank Aktiengesellschaft
London ftmtigh

The Mitsubishi Bank, Limited

Managers

The Industrial Bankofjapan, Limited MidlandBankpic

The Mitsui Trust& Banking Co., Ltd. Morgan GuarantyTrustCompanyofNewYork

The Royal Bank ofCanada HieSanwaBank, Limited

Participants

BankfuerGemcinwirtschaftAG CIC-Union EuroptSenne, International et Cie
InnHrmBwMrh ImwIm Wtoim Ii

The Hokkaido Takushoku Bank, Limited The KyowaBank, Ltd.

RiggsAPBank limited

TheTaiyo Kobe Bank, Limited

Banco di Santo Spirito

TheSumitomo Bank, Limited

UnionBank ofFinland Ltd
laxidoo Brandi

Credit Commercial de France
London Branch

Itab Bank Limited S.G.Warburg& Co. Ltd.

Agent

Bank ofMontreal

December 1988
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CONTRACTS

Offices project

for Islington

J.M. Jones
wins £50m
orders
The J.M. JONES
CONSTKUCTION GROUP has
won over £50m of contracts in

the past three months. The
work Involves both private and
public sector contracts, and
includes wins for the design
and build division.

Among the work is the £45m
Marble Place shopping centre

in Southport for Eagle Star and
Markham Developments. The
90,000 sq ft shopping centre

will include a Twain store with
17 smaller shop units, designed

by architects Leslie Jones &
Partners.
In the industrial sector, a

contract has been won to build

industrial units in Purler Way,
Croydon for Commercial Union
Properties. The project will

comprise five units in three
blocks with composite steel
and concrete frames.

In Harrow, Scottish Metro-
politan Property has selected

JJLJones to construct 14&500
sq ft of two-storey production
and nffira ranks. ,

Two contracts have been
awarded by the Oxford
Regional Health Authority for

units for the elderly at St
Marks Hospital, Maidenhead
and Amersham District Gen-
eral Hospital. The company is

also refurbishing and extend-

ing the dining facilities at the
Royal Military Academy, San-

dhurst

RUSH & TOMPKINS has been
awarded a £L8m contract for

the construction of Phase II of
the Belasts Hall Technology
Park, Billingham, Cleveland,

by English Estates. Phase n
comprises four steel-foamed
buildings, totalling 55,000 sq ft,

with a tiled roof covering on a
metal deck support layer. The
envelope is generally cavity
walling (brick/block) with
grlgggd atnminium infill panels,

windows and doors.

BALFOUK BEATTY
BUILDING has been awarded a
£26.8m contract by Balfour
Beatty Developments and
Chartecote Estates to construct

a five-storey office complex at

Angel Square, Islington, Lon-
don.

The development provides

three individual office blocks

around a central courtyard,

with a total of 19,000 sq metres

gross floor area. The project
nig/* involves the construction

of a new access, ticket office

anij escalator shaft into the

Angel Underground station
and a public house to replace

the Blue Angel. Shopping
space underground park-

ing will also be provided in a
two-level basement

The bunding is to be founded
on bored in situ concrete piles.

Including a contiguous piled

retaining wall, with the base-

ment and building frame in

reinforced concrete. The exter-

nal envelope of the building is

to be of cavity wall construc-

tion with the use of reconsti-

tuted stone and brickwork
arranged in contrasting bands
<mri panels, and double glazed

coated aluminium windows.

Roof construction is a blend of

flat roofing, traditional pitched
and mansard type construe*
t30lL

A feature of the site Is the

clock tower on the corner of

the busy interchange between

City Road and Islington High
Street The building is to be
fitted out with raised doors
and suspended ceilings. The
works have recently com-
menced and completion is

scheduled for November £90.

Shopping in Grimsby
SIR ROBERT McALPINE
MANAGEMENT CONTRAC-
TORS has been appointed by
Hammerson UK Properties for

the refurbishment and exten-

sion of Freshney Place, for-

merly The Rivezhead Centre,

in Grimsby. The contract is

worth in excess of £20jxl

The original Rzverhead Cen-
tre, built in the eariy 70’s, will

have a fully enclosed extension

totalling 10,200 sq metres
which will contain two stores,

25 shop units and kiosk at

ground level with a food court
and shop storage above. Two
multi-atomy car parks win be
built, one at each end of the
scheme, giving direct access to

the shopping mans by lifts and
staircases. They will provide

500 and 8)0 spaces respectively.

Construction of the new
shopping area win be of in situ

reinforced concrete frame and
slabs, supported on piled foun-

dations and ground beams. A
pre-fabricated reinforced con-

crete frame, with pre-tensioned

structural «TI*hs will be used
for file mnhi-starey car parks

to reduce overall construction

time. Brick wffi be used cm all

the external elevations in keep-

ing with the Grimsby town-

ie centre will be com-
pletely refurbished with
ceramic tiled floors, pitched

glazed roof and finishes to
mateh the extension. The open
landscaped squares of the
shopping ™»Tiw win have vari-

ous features, including a coffee

bar, exhibition and promotion
areas.
Work includes the reorgani-

sation of services and the
installation of lifts, escalators

and smoke extraction equip-

ment, fire and full sprinkler
systems.
The shopping centre will

remain open for trading during
the entire construction period.

Both the extension and the
refurbishment will be com-
pleted in time for nhriatmag
trading in 1990.

Regent Street store
trading floor, increasing the
woman’s wear options and
creating a catering facility. The
overall programme is being
phased over a 20-month period

to cause minimum disturbance
within the store. Hie contract
is due for completion in the
autumn of 1989.

A contract valued at £4Rm has
been received by ELANP
DESIGN AND MANAGEMENT
for the refurbishment and refit

of the Austin Reed flagship
store in Regent Street, London.

Austin Reed is turning the
fourth floor of the store into a
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A new company
over here,

already successfully

established overthere
wishes you seasonal
greetings.

Established In theUSA
Herbert Construction was
founded in the USA over fifty

years ago. We are now the
largest and most experienced
interior fit-out/refurbishment

contractors and construction

management company with a
turnover of $450 million.

As well as fulfilling the

worldwide construction

requirements of the American
Express and Shearson
Lehman Hutton Group, we
undertake both general

contracting and construction
management operations for

other financial institutions and
blue-chip organisations.

A growing force in the GK
As a result of our successful
association in undertaking

work for both American
Express and Shearson
Lehman Hutton, we were
requested in 1985 to actasthe
Project Manager on their new
European headquarters at

Broadgate.

Following the successful

completion of this multi-

million pound project, Herbert
Construction (UK) was
established in October 1987.

in bur first yearwe have
undertaken management '

contracting, design and build

projects and construction

management for several

Wishing our clients, oldandnew, a
Merry ChristmasandaProsperousNew Year

prestigious clients including:
Shearson Lehman Hutton
American Express Bank
BostonSafeDepositBlhistCo
Extei Financial Ltd
Swanke Hayden Connell Ltd
The Boston Co
American ExpressTRS
MatronalWestminsterBank
Atlantic Estates Pic

Our services to you
Our aim for excellence and
personal involvement in every
aspect of each project makes
us unique.

Ifyou have a construction

assignment, ideally in the
£1 million-£8 million range,

we would be happy to discuss
it with you.

Herbert
CONSTRUCTION {UK) LIMITED

Please contact: David Horowitz, Managing Director or Stuart Moms, Director of Operations ^
HERBERTCONSTRUCTION (UK) LIMITED 80 Clifton Street, London EC2A4HE Telephone: 01-377 267T
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DIVIDEND AND INTEREST PAYMENTS-
AGB Rasmroh Ip
ATA Ssttcdon QJMp

PARLIAMENTARY

Today
Commons: Electricity Bill,

second reading.

Lords Motion on Iron Cast-

ing (Scientific Research Levy)
(Abolition) Order 1988. Debate
on report of the investigation

into the King’s Cross fire.

Select Committee: Public
Accounts: subject, multilateral

aid. Witness: J Caines, Perma-
nent Secretary, Overseas
Development Administration.
(Room 16, 4J2Q pjnJ.

Tomorrow
Commons: Electricity Bill,

second reading. Civil and
Defence votes on account, and
winter supplementary esti-

mates. Motion on Social Fund
Cold Weather Payments (gen-

eral) amendment regulations.

Lords: Atomic Energy Bin, sec-

ond reading. Debate on White
Paper "Broadcasting in the
1990s: competition, choice and
quality." Question to Govern-
ment an standards of care for

infirm and elderly.

Select Committees: Members’
interests: subject, parliamen-
tary lobbying. Witnesses:
National Union ofRaflwaymen,
COHSE and TFWU. (room 15,

430 pjn.)

Commons; Debate on British
Shipbuilders. Second reading
of Transport (Scotland) BQL
Lords: Debate on Southern
Africa. Debate on violation of
human rights, particularly hi

Uganda, Iran and Chile. Ques-
tkm to government on surveys
iritn primary school staffing.

Select Committees: Environ-
ment: subject, toxic waste. Wit-
nesses: London Waste Regola-

UJi. $30J)00fl00
Banco Latmoamericano
De Exportacionea, SJL
Floating Rate Notes due1991
wtthWm rants to purchase

3,000,000 Share* Ol
Cumulative Particle

In accordance with ttw provisions ot

the Notes, notice is hereby given,

that for the six months Interest

Period from December 12, 1988 to

June 12, 1989. the Notes wffl carry

an interest rate of I0tt% per

annum. The amount payable on
June 12. 1989 against Coupon No.

6 wfll be US. fellas tor Bearer

Notes of U.S. $10,000 principal

amount and U.S. $5,118.75 tor

Bearer Notes of U.S. £100,000

principal amount. U.S. $511.08 wffl

be pafyabte on each U.S. $10,000

primpal amount of Registered
Notes.
By:H>*CB—fntiWtwi

Lendgo, Agant ft

—

December 12, 19SB

wanesTOTHE HOLOOtS

GW Overseas Finance, PLV.
tondttfflsdlttibltltanOHim
NOTICE IS HEREBY GIVEN, that the

principal UKMml Lbcrrot
To irim ly tba Hatocttoa Option ta ro-

•pact ofanySccurity, ttr HoUermat com*
plate the “Option to Elect Retraction- art
forth on to mem rteto of said Security
and deposit said Security, together wttb all

unmanned coupons, wtmany Paying Agent
outside the United States betweenjanuary
IL N89 through January 26, 1S69 Inclusive.
Coupona payaSte March Z7. 1989 abonld be
dstaebad «na presented ta tfac oaaal tnanntg

N.XGW I

Dstedi December 12 1968

Wells Fargo
& Company

U.S. $150,000,000

Floating Rate
Subordinated Notes

due 1994

In accordance with the
provisions of the Notes, notice

is hereby given that for the
Interestperiod

12th December, 1968 to
13th March, 1989

the Notes will carry an Interest
Rateof9M*% per annum.

Interest payable on the relevant
interest payment date 13th
March, 19® wffl amount to

US$238-56 per US$10,000 Note.

Agent Bank:
Moreau Guaranty Trust

'OfNew York

Trade Fairs and Exhibition®: UK

IWwnW 16-17 _ ,

fiflwh and Carry Fashion Fair

(01-727 1929) _ „
Kensington Town Hall

December SlJammry 6
Model Engineers Exhibition

(0442 41221)
Wembley Centre

JmHiflrj 4-15

London international Boat

Show (0932 854511)
Earls Court

January 3-8 _ .

Holiday and Travel Fair

(021-780 4171) .

NEC, Birmingham
Iffljimy 7-11

Interoatkmal Toy Fair (01-236

Harrogate
January 12-15
Northern Travel Fair (01-891

5061)
G-Mex Centre* Manchester

^^^^Llghtehow Exhi-

bition (05884658)

January 17-19

International Contract Itow-

Sf Exhibition <®1'7t36^k4#

totematkmal Htdl-

day Exhibition (M95-72377)w
Alexandra Palace

JanuaryMB Bnswp4.

Catering Show - HOSSTTAL-

rry (021-705 6707)
f

NEC, Birmingham

January 24-26

^my Exhibition (01-660 8006)

Wembley Centre

January 28-February l

British International Toy and

Hobby Fair (01-701 7127)
Earls Court

Overseas Exhibitions

Cmzent
Children's World Exhibition
(01-437 3344} (until December
16}

Kuwait
December 13-16
International Defence Equip-
ment Exhibition and Confer^
ence - DEFENCE ASIA
(0494-729406) _ wBangkok
January 11-14
Toy Show (01-930 7955)

Hong Kong
jammy 19-19
International Food Fair of

Scandinavia (01-439 0992)
Copcnhasen

January 20-23
Leather and Suede Fashion

Exhibition - PIELBSPANA
(0494-729406)

Barcelona

January 33-26

Middle East Electronic Com-
munications and Computer
Graphics Shows and confer-

ence (01-488 1951

)

_
Bahrain

January 29-February 1

Irish Crafts Trade Fair (Dublin

Dublin

January 29-February 1
International Confectionery.
Chocolate and Biscuit and
Pastry Trade Exhibition (01225
55G6)

Paris

Business and management conferences

tkm Authority (Room 21, 1030
ajn.)

Education, Science and Arts:

subject. Higher Education. Wit-

ness: Mr Robert Jackson, MP,
Education Under-secretary.
(Room 2L 4J5 pm.)
Employment: subject.

Employment patterns of over-

50s. Witness: Pr<rfessor Charles
Handy (Room 8, 4J5 pm)
Foreign Affairs: subject.

Eastern Europe and Soviet
Union. Witnesses: as morning
(Room 7, 4J5 pm)
Public Accounts: subject,

defence estate; RAF tanker
fleet. Witnesses: Sir Michael
Quinlan, Permanent Secretary,

Ministry of Defence; Sir Gor-
don Manzte. Chief Executive.
Property Services Agency
(Room 16, 4J5pm)

Thursday
Commons: Security Service

BiU, second reading. Ccmimit-
tee and remaining stages of

Petroleum Royalties (relief)
ami Continental shrff BiTi-

Lords: City of Glasgow District

Council order confirmation
Bfil, report

December 12
The Institute of Chartered
Accountants: Improving busi-

ness performance - today’s
challenge (0906 668883)

The Gloucester Hotel, Lon-
don

December 13
The Henley Centre: The UK
economy : boom or bust-
looking at fixe next five years
(01-353 9961)

The Cavendish Conference
Centre

December 13-14

Financial Times Conferences:
World Telecommunications
(01*925 2323)
Hotel Inter-Continental,

London
December 14
CBI Conferences: Equal pay foe

work of equal value - after

Hayward and Pfekstane (01-379

7400)
Centre Point, London

December 15
Pira: The single European mar-
ket-the enlarged market and
the implications for packaging
((0372-376161)

MrMttim
January 9-13

Training Consul-
tants: Techniques of supervi-

sory awH management training

for trainers (0533-627062)

Leicester

January 10-12

AD 2000 Management Services/

Indevo: Business location strat-

egy (01-977 3474)
The Barbican Centre

January 12
IPM: Managing human
resources (01-946 9100)

Chelsea Hotel, London
January 17-18
Institute for International
Research: Corporate identity

and design management (01-434

1017)

CIS Conference Centre, Lon-
don

January IB
Management Forum: Food and
trading law developments
(0483570099)

Cafe Royal. London
January 19-20

The Royal Institute of Interna-

tional Affaira/The Middle East
Institute: The Iranian revolu-

tion-10 years later (01-930 2233)
Chatham House, London

Jammy 23-25
, ..

IRS Training: Complete
employment law (01-354 5858)

Royal Automobile Club,
London

February 2
Tolley Conferences: Practical
VAT annual conference (01-680

The London Press Centre
February 6-8

Frost and Sullivan: Taking full

advantage of computer soft-

ware packages (01-730 3438)

London

Anyone wishing to attendany afthe above events is advised ta

telephone the organisers to ensure that there have been no
changes to the details published

H J JOEL GOLD MINING
COMPANY LIMITED
(Incorporated fa the RepmbHc of South Africa)

(Registration No. 95(01995106)

Notice to Holdas of B(1988) Options to acquire
shares in H J Joel Gold Mining Company limited.

Ojaioa holders are reminded that the option exorcise period cads at
15b00 on Friday 30 December 1988.
Option exercise documents together with option certificates and
appropriate payments must be delivexed before the ck»e of the period.

to: The Transfer Secretaries
P O Box 590

Johannesburg 2000
JCI Home

28 Harrison Street
Johannesburg 2001

on HmSeandReghtanLld
6 Greatcoat Place
London SW1P lPL

The oms bon the option bolder to ensure that documents and paymcob
°P*»S relating to documents arriving

later than ISfaOO on 30 December 1988 will be treated as lapsed.

S0S!L
i

?Q£!
e
L5 2P5

00
?
“ *5“ ***** 23 December and 30

tjcccmbcr 1988 win he for mnwilm,
i
wtUMy

Johannesburg
12 December 1988

GENOSSENSCHAFTUCHE ZB4TRALBANK
AKTlENGESELLSCHAFT

GZB— Vronna

Notice ofthe reduction ofthe Exercise Price « hereby given to tfie holders of warrants 1 987-90 to acouire
Participation CertificatesofGenossenschaftiiche Zentralbank Aktiengesellschaft(GZB-Vienna) The red
ced Exercise Price is AS 3 87. to acquire one Participation Certificate of AS 100 nominal value. Tte
effective date from which the reduced Exerase Price shall apply, is 13th December, 1988.

Vienna, 12th December, 1988

GENOSSENSCHAFTUCHEZENTRALBANK
AKTIENGESELLSCHAFT

GENOSSENSOiAFTUCHE I

ZENTRALBANKAG GZB-VIENNA



The INF Treaty has

been successfully

implemented and the

Soviet Union has a
new image, it will

aqg momentum to defence budget
curbs which are already forcing
Industries both to collaborate and
compete more. David White,
Defence Correspondent, reports

times Monday December 12 1988

financialtimes

?i

Tho fhrAaf The MF Treaty hi action: left,

Soviet SS-12 missiles being
withdrawn from East Germany
and, right, RAF Molesworth
Cruise missiles being loaded-
tor destruction In Hie IIS

TAKE TWO images from iQRft.

^ w vkukm; uuasiiRSjinp
same that provoked such bttter
protest when they were
Drought in only a few years
ago, being ferried out of a Cam-
bridgeshire air base for
destruction in thrir country of
origin.

,
is of the Soviet

MIG-29 Fulcrum fighter, mak-
ing its dfibtrt in the West at the
Famborough air show, win-
ning admirers with its show-
piece manoeuvre of stopping in
the middle of a vertical rirmh
and sliding back tail-first, a
physical demonstration of the
principle that wnthing is irre-
versible. A seasoned French air
force officer at the show still

thinks it was an optical illu-
sion.

Scenes Him thi« are rapidly
coming to appear unexcep-
tional. Hardly an eyelid is bat-
ted when Soviet inspectors are
welcomed to watch British sot
diers exercise on Salisbury
Plain. Bat who in their predic-
tions for the late 1980s can
claim to have imagirwi su£h
developments?
For Western defence minis-

tries, detente presents its own
problems. As General Wolf-
gang Altenhnrg, Nato’s mili-
tary committee chairman, put
it when weighing old and new

Soviet attitudes: “Boy, when
they start smiling, that’s when
it gets tough.”
The proponents of sustained

military spending, of a solid
Western position as a starting
point from which to negotiate
East-West cuts in conventional
arms, fees a credibility prob-
lem. Is the voter still motivated
to back high defence funding?
For all its political signifi-

cance, the Intermediate
Nuclear Forces (INF) treaty,
now ratified and under way,
will not bring any real econo-
mies. For its part, Moscow says
it can make prams instead of
missiles at its Votkinsk factory
and expects to save Roubles
300m; out even then, it would
be only about 0.1 per cent of
that country’s annual military
expenditure. The missiles
being scrapped are only a frac-

tion of nmlnar arsenals,

the gaps are being filled by
other weapons cm both sides.
Negotiated cuts in conven-
tional arms promise to save
much more, but they are not
for tomorrow.
At the same time the new

image presented by Mr kfikhafi
Gorbachev’s Soviet Union -
most recently with his dra-
matic announcement in New
York of deep unilateral cuts in
Soviet troops and equipment -

will make it increasingly hard
to argue for defence funds on
the grounds of the risk of
Soviet attack. At Nato head-
quarters, officials are racking
their brains for ways to soften
the rhetoric and still press the
case. A report this month,
which set out to palliate the
quarrel about how much of the
defence burden the US has to
bear, focussed on this problem.
So far, the case was argued

on the basis that Moscow had
only talked about altering its

military posture and had done
nothing to match its words,
that it still turned out 280
tanks every month and kept
7,000 of them in East Germany
alone. Bnt what if the Red
Army is indeed now adopting a
more defensive stance?
Defence budgets are already

being squeezed in most West-
ern countries, notwithstanding
the statements of intent about
maintaining spending that are
summoned up for Nato meet-
ings. Nowhere is this more
true than in the US itself. After
one of the biggest military
build-ups in US history during
the first five years of the Rea-
gan Administration, the trend
has gone decisively into
reverse. Spending has since
declined in constant terms,
although ft remains well above

the 1980 level. At $300bn a
year, it still accounts for more
than 6 per cent of US gross
domestic prodnet, bnt that
share Is henceforth expected to

be whittled down.
Mr Frank Carlucd, the cur-

rent US Defence Secretary, has
set 2 per cent real growth per
year as the requirement for
keeping present programmes
intact. Cuts already made
imply, over a five-year period,
a reduction of $200bn on fore-

cast expenditure. It with the
incoming Bush Administra-
tion, Congress denies the Pen-
tagon its 2 per cent, Mr Car-
lncd says it will mean lopping
off a further SUfflm over the
five years. To give an idea of
proportions, that is about the
same as five years* defence
spending for the rest of the
western hemisphere.
Even in the UK, where the

Ministry of Defence has
secured a deal from the Trea-
sury which allows it to resume
real-term growth between now
and 1992, defence spending is

slowly declining as a share
both of gross domestic product
and of public expenditure as a
whole.
Worldwide, military spend-

ing seems to have levelled out
at about $900bn a year. For
defence manufacturers, pros-

pects overall appear to leave
little room for growth.
Britain's defence industry has
been boosted by a spectacular
series of orders based on the
Anglffcflprman.TtaHan Tnraarin
combat jet, notably In deals
with Saudi Arabia and Malay-
sia, whose air forces have up to
now relied on US supplies.
However these successes dis-

tort the export picture. Mar-
kets in developing countries,
which is where most arms
sales go, are by no means all

blossoming.
But within the global limits,

some sectors can expect to fare
better than others, as the
emphasis continues to shift
from the weapons themselves
to the electronics that go in
them and that can multiply
their effectiveness. The
demand for more and more
sophisticated microelectronic
sensors is matched by the
demand for stealth techniques
to avoid them. The market in
Europe for the branch known
as wwmnanrij control, commu-
nications and intelligence (or

rather, in the abbreviated gob-
bledegook that is the- curse of
the defence business. Cl), is

estimated at over $20bn by
1992. More use of simulators
can be expected in the effort to
save both on training costs and

on the irritation of civilian
populations in West Germany
and elsewhere at having to put
up with low-flying jets.

hi the race to keep up tech-

nologically, the big projects
will not dry up, but the way
the business is evolving, there
will be fewer of them. The leap
in costs between successive
generations of equipment is

notorious, as research and
development takes up an ever
larger sbare of the final
bilLThe European Fighter Air-

craft, which the UK, West Ger-
many, Italy and Spain are
hacking for development, is set

to cost them at least £27.5m
apiece, half as much again as
the price of a Tornado. And
this is peanuts compared with
the strange US “stealth
fighter,” the F-117A, at about
8150m each, or the eerie B-2
stealth bomber, shown to the
public last month, at $500m per
aircraft.

Programmes get bigger and
more complex, the variety
diminishes, and the question
then becomes who can get on
board? As markets are com-
pressed and governments such
as the UK’s seek to pass the
technical risk on to their sup-
pliers, European manufactur-
ers have little choice but to

move increasingly into collabo-

rative ventures, which allow
them to share the risk and
achieve economies of scale by
plugging themselves into a
wider customer base.

Recent months have seen a
jockeying for size in the Euro-
pean defence industry. In West
Germany, Daimler-Benz’s move
to take the MBB aircraft, heli-

copter and missile company
under its wing impiip« a simul-
taneous process of privatisa-
tion and concentration. The
group’s' defence interests now
extend from MBB and Domier
in aerospace, through AEG, the
country's main defence elec-

tronics contractor, to MTU,
maker of engines for tonka and
aircraft and, by virtue of
MBB's shareholding, the
Krauss-Maffei tank company.

In France Thomson-OSF and
Aerospatiale have begun dis-

cussing a merger of their avi-

onics businesses. In the UK,
following British Aerospace's
purchase of Royal Ordnance
from the Government last
year, GKN, the disappointed
bidder, has taken up a big
stake in Westland, the helicop-
ter manufacturer. GKN up to

now has had only 5 per cent of
its turnover in defence, but
plans not only to move towards
majority control of Westland,
but also to build on its busir

CONTENTS
UK: a revolution in
procurement
Exports: bumper year for
Britain 2

Franco: conflict between
Gaulllst dogmas and policy
needs
West Germany: merger adds
muscle
Arms Collaboration: a now
emphasis 4

SEX: (lie debate continues

Japan: an evolving policy 5

ness in armoured combat
vehicles to become the UK's
“obvious choice" as prime con-
tractor for army programmes.
“Survival,” believes Mr

David Lees, its chairman, “may
well be an issue of scale and
backing.”
A further reshuffling of

forces is promised by GEC’s-
fresh bid for Plessey, its elec-

tronics rival, after an initial

attempt that was turned down
on competition grounds two
years ago. GEC hopes that by
sharing Plessey's European
defence interests with Siemens
of West Germany, it can per-

Cantmued on Page 2

thf FI FTTROMC FORCE FITHE FRONTLINE.
In airborne defence, Plessey provides systems

for communications, navigation, identification, flight

data, electronic warfare and weapon control.

For land-based air defence, Plessey radar systems

are in operation in Europe,the Middle East Africa,Asia

and South America.

In naval defence, Plessey is the major sonar

contractor to the Royal Navy and a supplier of sonar,

radar, command and control and integrated combat
systems to more than forty other navies.

On the battlefield, Plessey combat radio and

communications, command, control and information

systems have been specified by land forces in

Australasia, Europe, North America and the Middle East

Throughout the world, Plessey electronic defence

right there, in the £ PLESSEY
frontline. Theheigbtofhigta
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Tougher terms have replaced “cost-plus" contracts

Cultural revolution in procurement
NEXT April Fool’s Day,
Britain's Ministry of Defence
celebrates the 25th anniversary
of its existence under that
amalgamated title.

Created the year after the
Profomo affair

, the Ministry
has been through almost every
other kind of storm In that
period. There were finding cri-
ses in the mid-1960s and mid-
1970s, which established the
phrase Defence Review as a
standard English euphemism.
There were the decisions to
update the Polaris nuclear
deterrent and then to replace it

with Trident
There was, of course, the

Falklends War, which overtook
the last defence review before
it could be Implemented. There
was Mr Michael Heseltine and
his reorganisation of the Minis-
try, and the Westland affair

over which he resigned in 1986
(but which in the end did not
result in a sell-out to the US,
since the main shareholder in
the helicopter company is now
Britain's GKN).

If there has been one recur-
rent theme through the 25
years, it has been the problem
of budget management. In the
Thatcher period, the chickens
came home to roost after a 20
per cent rise in defence spend-
ing in real terms between 1979
and 1985. Expenditure has
since been reined back,
although the ministry’s latest

three-year deal is somewhat

better than the zero real-terms

growth that had been forecast

A slight real reduction of 0.7

per cent in the next financial

year Is offset by a 1.7 per cent

increase for 1990/92 and a fur-

ther 13 per cent the year after,

bringing the budget up from
the current £l9.3bn to over
£22bn in 1991-92. But this is

well within the likely rates of

economic growth, and
defence's share of the gross
domestic product, which last

year was 4.7 per (tent can be
expected to slip down towards
4 per cent.

The deal with the Treasury
leaves the Ministry very little

leeway. The planning task is

complicated: the MoD does its

costings forecasts on a 10-year
hflgis, but binding is allocated,

only for three. Is there another
crunch around the cor-

ner? None, say senior officials,

that would bring into question

any of Britain's main commit-
ments - the nuclear deterrent,

the Nato maritime role in the

North Atlantic, defence of the

UK, or the British presence in

West Germany. But that does

not mean the force structure

will remain unchanged.
Government white papers

for the last three years have-

warned of “difficult decisions"

(1986) and “difficult choices"
(1987 and 1988). Mr George
Younger, the Defence Secre-

tary, presenting the latest

three-year budget plan, com-

mented: Tm quite sure rm not

See of difficult choices yet."

The room for savings is

email in manpower costs or in

long-running armaments pro-

grammes. Reductions have
been found, however, in the

£9bn Trident nuclear missile

submarine programme, due to

become operational In 1994.

Costs have been trimmed by

some 10 per cent, partly-

through exchange rate changes

but aisn through tight project

management and contract

negotiations. Two submarines
have been ordered from Vick-

ers Shipbuilding and Engineer-

ing (VSEL). and the third of

the total of four is due to be
ordered next year.

Trident’s impact on the bud-

get reaches its peak in the next

four or five years, but it is

spread out, and at £2m or so a
day is still less than that of the

Tornado fighter. Trident is a
technical challenge for the UK
which, unlike the US, will not

have progressed through inter-

mediate stages from Polaris

onwards. But it is well enough
advanced to have lost much of

its impact as a political issue.

r David Owen's Social
Democrats have accepted it as

a fait accompli, Mr Paddy Ash-
down of the Social and Liberal

Democrats feels the same way,
and the Labour leadership is

still trying to shift its stance
despite having been pulled
back onto the hook of unilat-

eral disarmament by this

year’s party conference in
Blackpool.

The centre of controversy
has shifted to a series of cru-

cial equipment decisions. At
the time of writing, the choice

of the next main battle tank
for the British Army of the

Rhine, between Vickers 1

planned Challenger 2 and the
MlAl Abrams made by Gen-
eral Dynamics of the US, was
still in the balance.
Another derision loams next

year for a substitute for the
cancelled three-nation SF70
self-propelled howitzer,
between VSEL's AS90 and the
M109 made by BMY of the US.
Others also need to be made in
response to rapidly evolving
theories about how to deal
with advances in Soviet
armour: new platforms, nota-
bly helicopters, and new mis-
siles. The choice mostly boils

down to British/European
designs versos British-made
US designs.
The size of the Navy is a

time-honoured popular issue.
After the cuts of the past, the
service can now at least moor
its case to the bollard of the
governments promise to main-
tain the number of destroyers
and frigates at “about 50,” even
though it argues that it would
need more to fulfil its Nato role

properly. The government said
it would order between two
and four new frigates this year.

GENERAL DYNAMICS: ABRAMS Ml A1

Gun: 120mm Rhanmettall smooth bore
Fire control system: Digital fire-control

computer by CDC, Canada

Crew: Four
Engine: Gas Turbine, 1500 bhp
Weight: 57,000 kg
Speed: 41 mph (road)

/iCKERS DEFENCE SYSTEMS: CHALLENGER MK 2

Gun: 120mm Royal Ordnance, rilled

Fire control system: Digital fire-control

computer by CDC. Canada

Current locus of procurement controversy: the rival battle which are under consideration tor the British Army of the Rhine

One view of Starstreak

you’ll never see.

Travelling at many thn8s the speed of sound, Starstreak isn't easy to spot.

Impossible in fact.

And as it travels, three guided darts separate out in formation to spike

the target Gready increasing the hit area.

Too had if ifs you.

Fast lethal and accurate - Starstreak has no challengers. It's immune

to countermeasures.

This innovative weapon system was designed by Shorts and is currently

under development for production end delivery to ths British Army

in tbe early 1990‘s.

Its power is awesome. Incorporating the very latest

advances in every relevant discipline. Starstreak has

completely redefined the

staiB-of-the-art in close air defence

missile technology.

No other company offers a system with such deva-

stating speed and accuracy. The Ministry of Defence

has been quick to add Starstreak to Britain's armoury.

Starstreak is already being strongly promoted to the

US Army whilst an SOI contract probas its potential for

use against tactical missile threats.

Our expertise in dose-range guided missiles has made us

Britain's biggest exporter bar none. With a reputation far

hitting ddhrery dates as accurately es targets.

Blowpipe. Javelin and Seacat are aIso produced at our Beifasr plant

So Starstreak is only the latest in a succession of proven and

technically excellent weaponry But much faster and more lethal than

anything that’s gone before. Which is good to know

Providing it's not pointing in your direction.

and compromised at three. It

needs to keep ordering about
2 Vi each year to keep the level

up.
The amphibious assault

ships Fearless and Intrepid,

both over 20 years old, are
expected to be modernised
rather than replaced with new
vessels.

Few projects are cancelled
but some - like a new radar
for the Navy’s Lynx helicopters
- are knocked off the “wish
list"

Meanwhile, the Ministry has
cut its civilian workforce by
100,000 since 1979, with Royal
Ordnance being sold off to Brit-
ish Aerospace and dockyards
hgmg place nnrter commercial-
management, its six non-nu-
clear research establishments
are due to he transformed into
a new agency, at arm’s length
from the MoD. and on a proper
commercial footing.

Far-reaching changes in pro-
curement policy have been
highlighted by scandals over
projects that were caught in
the transition; among others,

GECs Nimrod airborne early
warning system, abandoned in

1986 after almost £lbn of tax-

payers’ money had been spent
on it, and Ferranti's command
and control system for the
Type 23 frigate, cancelled last

year. Seven of the frigates have
been ordered; the first four will

probably go to sea without the
system they were meant to
have.

The last three or four years
have seen a kind of cultural

revolution. The cosy days
when companies were simply
nominated to carry out work
have given way to increased
and sharper competition and a
more commercially-minded
approach. The share of pur-
chases decided by competition
has risen from about 30 per
cent to half or more - which,
given the nature of the busi-

ness is probably near the maxi-
mum, according to Mr Peter
Levene, the Chief of Defence
Procurement

For the remainder, tougher
terms have replaced the
"cost-plus" contracts with,
inbuilt profit guarantees,
although some of those con-
tracts are still running. The
figure of the prime contractor,
who has to carry the can, has
been imported from the US,
and design and development
responsibilities have been
devolved.

1 hope the MoD has stopped
putting itself into loser situa-

tions," comments one senior
military figure at the Ministry.

David White

SHORT BROTHERS PUT. PO Boi 241. Airport Road. Belfast BT3 90Z. Northern Ireland.

ARMS EXPORTS

Bumper year for UK

The Tornado fighter: sold this year to Saudi Arabia, Jordan and Malaysia

oil. arc linked to wide-rangingTHE MINISTER of Information
and Inspiration of the World
Government of the Age of
Enlightenment traces it all to

the science of Maharishi
Mahesh Yogi- But whatever
tiie reason, peace and goodwill
have definitely come hack into

fashion this year. The Gulf
truce, settlement on Angola
and Namibia, Soviet withdraw-
als from Afghanistan (if not an
end to fighting), Vietnamese
withdrawals from Kampuchea,
a peace process between Libya
and Chad - it zs enough to

make any self-respecting arms
merchant wince.
Even before the outbreak of

non-belligerence, new arms
orders from Third World coun-
tries were in the doldrums. The
drop in oil prices and debt
problems have taken their toll

in the 1980s. Top-notch weap-
onry is often beyond govern-
ments’ means. They have
tended to be less spendthrift
than before and to keep old
equipment going.
But for all the scarcity this

has been a bumper year for

British arms sales. In July a
government-to-government
framework agreement was
signed for a second stage to a
previous £5.5bn deal with
Saudi Arabia, this time worth
at least £10bn. including more
Tornado air-defence and
ground-attack fighters, more
Hawk advanced trainers, halfa
dozen of the latest plastic-hul-

led minehunting vessels, base
facilities and training.

This was followed by confir-

mation that Jordan was also

buying Anglo-German-Xtalian
Tornados, for some £400m, and
a package deal with Malaysia,
signed by Mrs Margaret
Thatcher herself, covering yet

a further 12 Tornado jets, air-

defence radars and missiles,

howitzers and light guns.
Since 1986 Britain's orders

have raised it to the position
formerly held by France as the
world’s main supplier after the-

Soviet Union and the US. Last
year they totalled £3.5bn, after

a peak of £5bn in 1986. against
£L9bn in 1985, and they will

surge again when contracts for

the new Saudi deal are com-
pleted. UK export sales officials

can qiaim to have cornered 12

per cent of the world market.
But the picture is somewhat
distorted by the stupendous
size of one client's expenditure,
which in any case does not all

go to the UK.
In actual trade flows, the sta-

tistics are more modest:
exports of £1.23bn worth of
identifiable military goods in
1987 after an unexciting few
years at around £800-900m a
year. Statistics published by
the Stockholm International
Peace Research Institute
(SIPRD on actual exports show
the UK still behind France, at

half the French level, last year.

What this year has shown is

that the UK has moved into

the kind of megadeals that
France, with high-performance,
low-price arms, used to get.

The Saudi purchases, paid
for through liftings of crude

offset arrangements which aim
to channel £ibn of UK invest-

ment into the country,
matched by a similar volume
from investors. British Aero-

space, which heads the (leal,

already has 2.700 people in

Saudi Arabia and expects to

have 4.000.

Although the list of further

Tornado customers may bo

limited, there are hopes that

Kuwait may buy the aircraft in

addition to the F-lS fighters it

is buying from the US. Defence
manufacturers are busily
investigating other potential

markets in the Middle East

(including, eventually. Iran),

North Africa and the Far East.

Overall, SIPRI figures show
a pattern of ups and downs in

the arms market over the past

five years, even though global

exports arc shown as rising

last vear by 8 per cent in real

terms (to $35bn) and sales to

the Third World, which make
up 70 per cent of the total, by
about 14 per cent
Developed markets are more

closed. The UK itself places 75

per cent of equipment orders

with UK firms, IS per cent are
accounted for by collaborative

ventures, and only IQ per cent

go abroad. As an exporter to

the industrial world, according
to SIPRI, Britain lies further

down the list, in sixth place
last year behind the VS, the
Soviet Union, West Germany.
France and Czechoslovakia.

David White

Leading exporters of nutfor weapons 1983-87
1983 1984 1985 1986 1987 1983-87

1 USSR 9004 9 401 11416 10908 12262 62991

2 USA 11878 9937 8916 9985 11547 52244
3 France 3 480 4 096 4 152 4378 3573 19 659
4 UK 1 077 1 928 1 777 1 693 1792 8 268
5 FR Germany 1 826 2 447 958 943 1444 7 815
6 China 973 1 227 M3 1 302 1040 8 486
7 Netherlands 87 98 88 240 497 1 011

8 Sweden 32 107 156 322 380 096
9 Brazil 383 296 191 189 389 1 408
10 Czechoslovakia 312 335 225 278 321 1 469
11 Israel 386 252 211 179 268 1 296
12 Italy 973 865 551 327 247 2963
13 Spain 545 400 119 210 177 1 451
14 Egypt 32S 141 113 128 158 862
15 Canada 239 86 84 748 139 1 293
Others 1 223 990 894 587 890 4 384

World total 32 703 32 608 30 592 32 391 35 104 163 396

d> toatnuiaL CmmwmM •ccortlag to 1M7 «v«liXgm to USto at conaMfUcn

UK-based contractors paid £5m
or more by MoD in 1986-87

British Aerospace (Aircraft)
British Aerospace (Dynamics)
The General Electric Co
The Plessey Co.
Rolls Royce
Vickers Shipbuilding &
Engineering
£100m-250m
The British Petroleum Co
Vickers
Ferranti
HuntingAssociated Industries
Racal Electronics
Royal Ordnance
Thom-EMl
Westland
£50m-l00m
British Railways Board
British Telecommunications
Dowty Group
Esso UK
Lucas Industries
General Motors
PiUtington Bros.
Philips Electronic and
Associated Industries
The •Shell* Transport &
Trading Co.
Short Bros.
STC
Swan Hunter Shipbuilders
Yarrow Shipbuilders
£25 -50m
Austin Rover Group

British Airways
BTR
Civil Aviation Authority
Digital Equipment Co Ltd
FR Group
Smiths industries
GKN
United Scientific Holdings
Marshall of Cambridge
(Engineering)
Paccar UK
Vosper Tbomeycroft (UK)
£10-25m
Avon Rubber
BET
The British & Commonwealth
Shipping Co
British Shipbuilders
Cambridge Electronic
Industries
Coats Vlyella
ControlData
Cossor Electronics
Cranfield Institute of
Technology
Cray Electronics Holdings
DRG
Frazer-Nash Group
Hariand and Wolff
Hawker Siddeley Group
Hewett Packard
Honeywell
Mobil Holdings
Northern Engineering

industries
Petroflna (UK)
RCA
Remploy
Singer Link Miles
Systems Designers
UK Universities
United Kingdom Atomic
Energy Authority
The Weir Group
Yarrow pic
£5-10m
Apricot Computers
BBA Group
BMARC
Bodycote International
Caledonian Aviation Group
Cap Group
The Charente Steamship Co
Chloride Group
Chemring Group
Commercial Shearing Tnn
Conoco (UK)
Courtaulds
David Brown (Holdings)
F L Smidth & Co (Holdings)
Ford Motor Co
George Blair
Gibraltar Shiprepair
Goodyear Tyre & Robber Co
<GB)
Hall Russell
Hogg Robinson Group
Humber Shiprepairers

IBM United Kingdom Holdings
lnchcape
J C Bamford Excavators
John Brown
Logica
Mactaggart Scott(Holdings)

ML Holdings
Martin-Baker Aircraft Co
Massey Ferguson Holdings
Meggitt Holdings
Portsmouth Aviation
The Rank Organisation
Readicut international

•RFD Group
RHP Group
Ropner
Saft (UK) Schlumberger
Measurement ^Control (UK)

Total Oil Holdings
Tozer Kemsley &
MillbournHoldlngs
Watsham’s
Waveriy Electronics
Wills Group

Source: UKDefence
Estimates. List includes
suppliers offoodjuels and
services. Within each financial
bracket, contractors are listed
in alphabetical order.

The threat of detente
Continued from page 1

suade the MoD that those
interests will still be competi-

tors for its own Marconi
defence subsidiaries. Even if

the ploy foils, the link with Sie-

mens, which would also

involve sharing the West Ger-

man partner's defence busi-

ness, could have for-reaching

implications, as Europe’s first

major cross-border groupingin
tiie military field. .

Other European companies
are contemplating similar
moves, including Daimler-Benz
and Thomson-CSF, which are

both interested In UK links.

The opening of European
arms competition is still at a
very early stage. The main
Community members buy rela-

tively few weapons from each
other, and armaments have up
to now fallen outside the orbit

of EC measures. Opinions vary
as to how much the Single
European Market will affect

the defence business after 1992.

Military equipment is on the

Commission's list ofpublic pro-
curement sectors to be opened
up, but the only specific pro-
posals so far have come from
the European members of
Nato, not all of whom are in
the EC, through their Indepen-
dent European Programme
Group. Simply by a mutual
supply of information, they
plan to provide the means fen:

companies to bid for contracts
in any member country.

If that comes about, and if

companies reorganise into
competing groups that are not
necessarily identified with one
country, defence would begin
to look more like any other
industry. But, of course, it is

not any other industry. Its cli-

ents are con-privatisable gov-
ernment departments. It

depends on government coop-
eration and to a greater or
lesser extent government fund-
ing for developing its products.
It will never become folly com-
petitive; in the UK. for

instance, a sector such as
nuclear submarines can hardly
he anything but a monopoly, it
is also a sector with strong
vested interests, which can
often invoke the cause of
national sovereignty as a justi-
fication for continued exis-
tence. Real international com-
petition would reveal It as
another European industrial
sector faced with serious over-
capacity.

.
The attraction of trans-na-

tional groups would be to allow
competition without creating
national crises at every pro-
curement decision, and to
strengthen Europe's capacity
against the colossal US defence
sector and the largely untap-
ped potential erf Japanese pro-
ducers, which in fields such as
military communications could
be considerable.

The different sets of initia-
tives. at corporate and govern-
ment level, coincide with the
emergence of a clearer Euro-

.
pean identity in defence. Since
1986 the enlargement-!of the
European Community, the
clarification of Spain's role in
Nato, and the admission of
Spam and Portugal to the
Western European' Union have
created a greater overlap in the
membership of the three insti-
tutions. with nine countries
belonging to all of them.

Moves towards a unified
defence market, however, are
still only tentative. Few would
go as for as the French In advo-

a “Community prefer-
ence. The US has already
made its concern in this sphere
patently obvious. There is a
risk that defence could become
mixed up with wider US-Euro-
pean Community trade wran-

f*J
s,
t
Getting defeneg issues

“P
,
wltb rows about
k sauiething that

the Western, alliance, at this
crooal stage of East-West rela-
tions, could probably do with*
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France’s nuclear deterrent still enjoys wide support, but there is conflict between:

Gaullist dogmas and policy needs
FRANCE HAS long stood out
as one of the few countries in
Weston Europe to command a
broadly-based popular consen-
sus on defence policy and the
role of nuclear deterrence. In
Britain such a consensus has
never existed, even if the lead-

ership of the Labour Party is

attempting to back away from
the party's long-standing com-
mitment to unilateral nuclear
disarmament; in West Ger-
many, a consensus once
existed between the Socialists

and the Christian Democrats
but has been broken, largely as
a result of the strident anti-So-

viet rhetoric of President Rea-
gan in his first term. But in
France all the major parties,

apart from the Communists,
support the national nuclear
deterrent

Just why this should be so
remains something of a puzzle.

Conventional wisdom suggests
that the consensus may be the
direct consequence of France’s
post-Gaullist policy of national

independence: France has not
been a member of the inte-

grated command structure of

Nato for over 20 years, and the
electorate may well support
the national force de frappe
precisely because it is in prin-

ciple purely national, entirely
independent of any decisions

taken by the Alliance, and
above all independent of any
influence by the United States.

But whatever the explanation,
the bottom line is that France
has for a number of years been
free from the kind of protests

which have created trouble in
Britain and Germany.
The first consequence of this

consensus is that successive
French governments have
faced no serious political oppo-
sition over the cost of the
national defence programme,
which at 3.7 per cent of GNP is

at the top end of the Nato
league table, even if it is

smaller as a share of GNP than
the defence budget of the UK
and much smaller than that of
the US. The 1989 defence bud-
get of FFrl82bu, an increase of
4.6 per cent on 1988, sailed

through the National Assem-
bly by virtue of the fact that
virtually the entire “opposi-
tion” abstained, and only the
Communists voted against.

Despite the high level of
France's defence spending,
Nato critics have sometimes
tended to disparage the short-

comings of French defence
equipment, which they put
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French nuclear armoury on show: the mlssHe "Pliiton" at this year's July 14 military parade

down in part to the high cost

of the French nuclear pro-
gramme.
Whether or not the criticism

is fair, there is no doubt that

the French national nuclear
programme is expensive, at
least compared with Britain’s

off-the-shelf purchase from the
US. The regular upgrading of

the programme, which
includes six missile subma-
rines as well as 18 land-based
missiles and 18 Mirage IV air-

craft equipped with stand-off

missiles, around a third

of the money spent on defence
equipment, as it has done for a
number of years; similarly,
every year total spending on
equipment has been getting a
larger and larger share of the
overall defence budget, rising

from 47 per cent in 1985 to
nearly 54 per cent in 1989. The
corollary is that the govern-
ment has been forced to find

savings on running costs, nota-
bly by shaving back the num-
bers in uniform.
The trouble with France's

defence consensus is that,
while it has proved durably
convenient in rhetorical terms
at home, it is awkward and
operationally inconvenient
abroad. For the consensus is

based on an implied Harm that
the mere feet of national pos-

session of the nuclear deter-
rent confers an almost omnipo-
tent ability to deny the
possibility of war, «Tid pntaiia

an isolationist posture which is

unconvincing as a defence pol-

icy.

More serious, it is in conflict
with the increasingly Euro-
pean and Atlanticist orienta-
tions of the rest of French for-

eign policy, as it has evolved
under the presidency of Mr
Francois Mitterrand, and it

gets in the way of France’s
attempts to forge a more
united European defence iden-
tity within the Atlantic Alli-

ance. President Mitterrand
inherited the Gaullist legacy in
defence policy, and he has
stuck to it as a matter of essen-
tial orthodoxy; whatever the
views of the rest of Europe,
whatever the opinions of the
rest of the Atlantic Alliance, he
has repeatedly ruled out any
suggestion that France return
to the integrated structure of
Nato, or adopt Nato’s strategy
of flexible response.
At the same time, however,

Mr Mitterrand hag a commit-
ment to the ideal of an increas-

ingly integrated European
Community, and a loyalty to
file American alliance, which
are completely un-Gaullist. As
a result of the Euro-missile cri-

TECHNOLOGY
AT THE FRONT LINE.

Whatever the arena. Dowry is

resourceful ally in the design and
production oftechnologicalsupport

such as:

Theworld’s first FullAuthority

Digital Electronic Control ina single
engined military fighter; the AV-8B.

Hi-PPAG— a novelHigh
Pressure Pure Air Generator tor1R
detector cooling.

Europe’s leadingsonobucy
manufacturer,

The DigitalAutomotive
System Control Unit for fighting

vehicles, specified for Challenger 2.

TheTowed Array Sonar
System, 203121, for the Royal Navy’s

Type 22 and 23ASW frigates.

3010 sidescan sonar selected

by theUS Navy for the mine counter-

measures role on Craft of

Opportunity (COOP).

Successor, a new Submarine
Command and Control System for

the Royal Navy.

BANDFISH,an innovative

acoustic torpedo countermeasure.

UK leadership in magnetic

measurement ranges.

Dowry understands theneeds

of itsequipment users and is
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development to produce the

innovationswhichgive them a
decisive edge.

Atsea, on land and in the air
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sis in the early 1980s, which in
effect broke the West German
defence consensus, he spent
much of his first seven-year
term seeking ways of strength-

ening Germany’s bonds with
the West, by reinforcing
France’s security commitment
to its European and Atlantic
partners, in particular to West
Germany.

Starting with the activation

in 1982 or the dormant defence
chapters of the 1963 Franco-
German Treaty, and the 1983
Bundestag speech in which
President Mitterrand urged the
Germans to stand by Nato’s
policy to deploy the new Euro-
missiles, virtually every year
has seen a new initiative

designed to strengthen
France's commitment to the
defence of Europe. There has
been the formation of the
Force d’Action Rapide, which
is supposed to enable France to
intervene in the forward
defence of Germany without
France having to rejoin Nato;
the re-activation of the seven-
nation Western European
Union defence grouping after

% years of somnolence, and its

recent expansion to include
Spain and Portugal; the stag-

ing of a major Franco-German
military exercise in Germany;
the formation of a joint Fran-

coGerman brigade; and most
recently the creation of a
high-level Franco-German
Defence CoundL
So long as France sticks to

its Gaullist dogmas
, ft is S0t

obvious how much weight
should be attached to these ini-

tiatives as operationally effec-

tive contributions to the
defence of Europe; in the end,
real defence co-operation will
require shared defence doc-
trines, and for the foreseeable
future the defence doctrines of
Germany win be those of Nato,
not those of France. On the
other hand, there is no doubt
of the political significance of
President Mitterrand’s mani-
fest concern with the question
of Europe’s defence, and o£ his
desire to strengthen France’s
links with West Germany.
Making the conversion of

pnMKrgj symbolism iwtn effec-

tive policy is not easy. Presi-
dent Mitterrand is still worry-
ing away at the problem of
creating a European pillar for
the Atlantic Alliance, but as he
disarmingly revealed in his
recent strategy speech to the
Institnt des Hautes Etudes de
Defense Nationals, he is now
somewhat at a loss to discern
the way forward.
The chances are that the

way forward may well be
defined in part by the concilia-

tory diplomacy of Mr Mikhail

Gorbachev, arm by the opening
of conventional arms control
negotiations which will bear
directly on Europe's security
arrangements. Hitherto,
France has rigidly refused to
have anything to do with the
nuclear weapons negotiations
between the super-powers: Salt

In the 1970s and the Euro-mis-
sile and Start talks in the
1960s. By contrast, France is

already Involved as a partici-

pant in the conventional force

talks due to open in Vienna,
and If the Soviet Union should
appear ready to offer a reason-
able deal on deep asymmetrical
force cuts, it seems almost
inevitable that the West would
have to reassess its defence
needs in Europe, and how
those needs should best be
met Automatically, the Euro-
pean members of Nato would
need to review their contribu-
tion to a new Nato line-up;

almost automatically, France
would have to be involved in
such a reassessment, alongside
its Nato allies.

Ian Davidson
Paris

ARMAMENTS COLLABORATION

A new emphasis
A NEW emphasis has emerged
in Europe’s efforts to co-oper-

ate in armaments. It is rather
like a neighbourhood gang that

has decided to change the
game it plays: instead of chum-
ming up all th** mem-
bers will fight amicably among
themselves.

A plan approved at a meet-
ing in Luxembourg last month
by Defence Ministers of the 13
Nato countries in the Indepen-
dent European Programme
Group (IEPG) is designed to
lead to a much more open mar-
ket in which governments are
more ready to place orders out-

side their home manufacturing

The iffea is by exchang-
ing items of defence equip-
ment, countries can spare
themselves the wastage
Involved if all. produce the
same things.

The initiative, still in its

infant stage, would seem in
some ways to be at logger-
heads with the collaboration
principle - open competition
versus joint efforts - but it is

conceived as another means to
the same end, to avoid duplica-

tion and save costs.

The change in focus does not
mean that collaboration is

dead. Far from it, collaboration

is often the only way for major
.projects which require a large
input into research and devel-

opment. Last month's IEPG
meeting also saw, after some
months’ unnecessary delay,
thf» nffiriai launch of thp devel-

opment programme for the
£22bn European Fighter Air-
craft (EFA), involving Britain
with West Germany, Italy and
Spain.
The difficulty of any Euro-

pean country going it alone
any more in fighter aircraft is

underlined by the financial
problems faced by neutral Swe-
den with its JAS-39 Gripen
small multi-role combat air-

craft and by the cold feet that
France is having about its

alternative to the EFA, the
PafaIp

France, the most self-suffi-

cient of Europe's defence pro-

ducers, has notably warmed up
to the theme of co-operation,

and has become a leading pro-
ponent of pooled efforts in
research and technology.
The need for collaboration in

major programmes is twofold.
First, a proliferation of differ-

ent items of, say, communica-
tions equipment or ammuni-
tion does nothing for an

alliance’s potential effective-

ness.

Air Chief Marshal Sir David

Evans, military adviser to Brit-

ish Aerospace, commented
recently on the current
absence of an interoperable
Identification Friend or Foe
system. “If we went to war this

year or next, or the year after

that, we could end up shooting

down numbers of Nato aircraft,

of which we do not have
enough to start with.”

The second reason is the
mismatch between the scale of

costs, which escalate between
generation of equipment,

and fixe size of national mar-
kets. The cost factor has up to

now undoubtedly been the
uiatn motor behind co-opera-

tion; ventures have been
pushed into being by necessity

rath»r than pulled by political

good intentions.

Ventures have been
pushed by necessity

rather than pulled

by good Intentions

Collaboration has been
around long enough, however,
for its problems to show. The
potential management prob-

lems of an international ven-

ture were exemplified by the

Anglo-German-Italian SP70
self-propelled Howitzer, can-
celled in desperation early last

year. UK officials described it

as "bureaucracy gone mad.” or

“a headless monster.” The les-

son led to an insistence on hav-

ing a prime contractor set up
to take responsibility: or. in

the case of fixe EFA, because of

its size, two prime-contractor

consortia, one for the airframe
and one for the engine.

Cost savings tend to be offset

by the add-on costs of involv-

ing different countries. Tight
fixed price conditions are being
set on the EFA manufacturers
to discourage them from over-

running, and Britain held back
its participation in the Trigat

anti-tank guided-weapon pro-
gramme, in which France and
West Germany are the main
partners, until its demands on
contract terms were satisfied.

Delays have also been
endemic. It has become a rule
that development of a new sys-

tem takes longer when more
than one country is involved.

No partner is necessarily more

virtuous than others. Britain

joined West Germany for pari

if a Euro-US air-to-air mwsUe

programme, the

being the short-range Asrawn.

destined to replace the Side-

winder. But the Project lagged

so much that Britain had to

take over responsibility for it

this summer.
. . _ _

One senior British figure

says he is torn as to whether

the ideal number of partici-

pants is two. the minimum, or

three, the minimum needed to

break an impasse.

There Is a history of coun-

tries dropping out of projects,

such as Britain’s withdrawal

from the NH90 navy and troop

transport helicopter, or

France’s from the EFA. Doubts

now hang over the Nato frigate

replacement NFR90, involving

eight countries including the

US and Canada.
Other Instances demonstrate

that it is possible to have col-

laboration and still suffer from

rivalries and overlaps. The
EFA and Rafole are again a

case in point, and the Euro-

pean helicopter business has

rag-bag of alliances: the UK
and Italy In the EH101 naval

axid utility helicopter (delayed),

those two plus the Netherlands

and Spain in an army attack

helicopter, the French and Ger-

mans in another family of

attack helicopters, and the
French, Germans, Italians and
Dutch together in the NH90.
This year's UK Defence

White Paper lists 32 projects

involving the UK with other

European countries, ranging
from equipment already in ser-

vice to projects under study.

The partners in these projects
- 12 countries in all, including

the US and Canada - fell into

24 different permutations.
Responding to some of the

suggestions made in a report it

commissioned from an inde-

pendent panel two years ago.

the IEPG has plotted another
course for making the Euro-

pean arms business more com-
petitive - by encouraging it to

compete.
Its so-called action plan,

which sets its sights on “a
stepwise build-up of a Euro-
pean armaments market,'’ fore-

sees the removal of obstacles

to trade In arms between its

membersand calls on them to

make information available to

each other about Impending
contracts.

Continued on next page

WEST GERMANY

Merger adds export muscle
THE WEST German defence
industry is currently domi-
nated by two related develop-
ments; the irctednsn* takeover
of Messerschmitt-Boelkow-
Blohm (MBB) by Daimler-Benz
and Germany's growing impor-
tance as an arms exporter.
Although the Daimler take-

over has been master-minded
by the Government to ensure
weightier financial and man-
agement backing for Ger-
many's part of the European
Airbus project - presently
controlled by MBB - a related
effect is to create an extraordi-
nary concentration in the
domestic defence industry

It is estimated that the
merged conglomerate will
eventually swallow up 70 per
cent of the Federal Republic’s
defence research budget and 60
per cent of domestic defence
orders.
On top of Daimler’s own

defence interests and those of
its subsidiary Dander, the air-

craft company, MBB will add
its part of the four-nation Euro-
pean Fighter Aircraft, the
Franco-German PAH-2 anti-
tank helicopter and the Colum-
bus, Arlane-o and Hermes
space projects.
MBB Has also been benefit-

ting from sales of Tornado air-

craft in the Middle East and
has a 4&5 per cent stake in
Tornado production.
Underlying this merger, and

indeed one of the rationales for
it, is the quiet expansion of
West Germany’s defence
export industry. In defence, as
in other industries, develop-
ment costs are escalating so
fest that both multi-nation and
multi-company projects are
increasingly required to pool
those costs and stimulate suffi-

cient demand to recoup them.
Daimler’s interest in closer ties

with British Aerospace appears
to be predominantly in non-
military fields but some coop-
eration in the military sector
can also be expected.

But Is West Germany’s
increasingly active participa-
tion in many of the multi-na-
tion defence projects and the
higher profile of the defence
industry evidence that the
country Is throwing off the
restrictions imposed by the
militarism of the Nazi period?
Is it in other words, snaking
off its long “post-war" period
in this sector?

The answer seems to be yes
and no. In the value of its

defence exports Germany is

starting to look no different
from the other major industrial

countries. According to the
annual report of the US Arms
Control and Disarmament

Agency, Germany exported
$6.55bn worth of arms
1982-1986, with the bulk going
to Latin America, the Middle
East and Turkey.
This seems to be a much

higher figure than any admit-
ted to in Germany. The Eco-
nomics Ministry in Bonn
recently said that the country’s
arms exports amounted to
about Dm2bn between 1984 and
1986.

West Germany’s developing
country arms sales during the
1982-1986 period of $5£2bn were
higher than Britain's, put at
$5.11bn, but well behind those
of France ($20.1bn), the US
($28^bn) and the Soviet Union
($78.7bn). Germany’s overall
arms sales in the 1982-1986
period leave it on a similar
level to Britain ($6£bn) and
China but a long way behind
the big three - France, the US
and the Soviet Union.

It appears from the regional
breakdown of these figures
that Germany is relaxing its

traditional policy of not selling

arms to out of Nato areas of

conflict But that may not be
entirely fair. Fcr as the indus-

try becomes further involved

with multi-nation projects its

exports are increasingly deter-

mined by the less restrictive

polities of its partner nations.

This does however lead the
industry and the government
into some rather absurd moral
twists. For having accepted,
.since the early 1980’s, that
partners have a right to sell

weapons wherever they can
without German veto, the
country is hoping to reap the
economic rewards without
bearing the moral responsibil-

ity.

The silliest recent example
of double-think came when
widespread protest forced the
Finance Ministry to withdraw
its plan to use a state-con-
trolled bank to provide Ger-
many's share of the credit
guarantees for the sale of eight
Tornado bombers to Jordan.

The other Tornado partners,
especially the UK, which sold
the bombers in the first place,

had hoped that as there were
no objections to the sale and to

the extra business for MBB,
that the credit would be forth-

coming despite the feet that
Hermes, the state credit
finance body, is forbidden from
backing such projects.
This was the first time since

the relinquishing of the Ger-
man veto on out of Nato sales
that the credit issue had
arisen. It was also especially
sensitive as the country
involved is on the front-line
with Israel, although scarcely
any longer a front-line enemy.
In the Jordan case it appears

that the UK will have to pro-
vide most of the credit Itself

but pressure from defence
manufacturing partners will
grow and at some point the
anomaly will presumably fade
away.

Davkt Goodhart
Boron
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TheStrategic Arms Initiative goals have become less ambitious

Wars debate goes on
w me Star Wars programme -
52? correctly the StrategicDefence Initiative - which has
JSS ““ “I the major legacies
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i^hefiscal year that ended in
UctobeT, a long way short of
the $6bn that the SDI Organisa-
tion, the Pentagon body set up
to administer the programme,was hoping for 1986 only two
years ago.
The basic aim of the pro-

gramme remains as it was —
to construct a system centred
on satellites and ground-based
weapons that would be capable
or shooting down Soviet mis-
siles before they reached their
targets in the West
Under such a system, sen-

sors and computers, which
would be distributed both on
the earth and in space, would
play a vital part in detecting
missiles and in co-ordinating
the efforts to destroy fhwn

Star Wars has been highly
controversial. It has been
praised as a statesmanlike
enterprise which could eventu-
ally blunt the use of nuclear
weapons and make world
peace more likely.

Critics have, on the other
hand, pilloried the initiative as
no more than technological
day-dreaming which is
unlikely ever to lead to an
operational system and which
- despite its opposite aims -
promises to make nuclear war
more rather than less probable.
After five years of a pro-

gramme which has so far spent
more than $lObn on technologi-
cal development, the argu-
ments about SDI show no sign
of abating. They are, however,
more mated than was the case
in 1985 and 1986 when the pro-
gramme was rarely far from
the headlines.

Although the basic philoso-

phy of Star Wars may be the
same, the details have changed
over the past five years.

Some of this has resulted
from the smaller amounts of
cash going into the project

SDI is one of PresWont Reagan’s major legacies: seen here wHfi Caspar Weinberger, former US
Defence Secretary, who oversaw the programme’s launch

than had been envisaged -
which has forced alterations to
planned technological develop-
ments.
The technologies now being

talked about for Star Wars are
less exotic and the goals for
the scheme have become more
pragmatic.
At the start, the SDI Organi-

sation was talking about a
future defensive system being
based on highly advanced tech-
nologies involving, for
instance, weapons based on
laser beams and so-called rail

guns - space-based machines
which would shoot down mis-
siles by firing etoctromagneti-
cally-accelerated pellets.

Many of these ideas have dis-

appeared, at least for the time
being. The Pentagon now
believes that an initial opera-
tional system could be based
largely on conventional tech-
nologies - small rockets based
either on satellites or on the
ground - which could be put
in place by the mid-1990s at a
cost of an estimated $69bn.

This so-called “scaled-down”
version of SDI would not
attempt to stop all the missiles
directed at the US in any hypo-
thetical Soviet first-strike. But
by providing enough doubt in

the minds of the Soviet mili-
tary establishment that the
weapons might not get through
it would - so the system's pro-

ponents believe - make the
USSR less likely to launch a
nuclear attack and thus help
deterrence.
Along with this has come a

change in political thinking

related to the SDL Soon after

the programme started. Lt
General James Abrahamson,
head of the SDI Organisation,
was wont to discuss how his

project was basically assembl-
ing data ready for a grand deci-

sion in the early 1990s over
whether the US should start
work on a deployable system.
That stance, too. has gone -

as will Gen Abrabamson, who
is retiring from the programme
early in the New Year largely
for personal reasons. “The US
realised it didn't make cata-
clysmic decisions of this type,”
says Mr John Pike, associate
director for space policy at the
Federation of American Scien-
tists in Washington.

In place of any major under-
taking of this type, says Mr
Pike, may come a series of less

major moves in which rela-

tively small elements of a
working system are likely to be
put into place in steps during
the 1990s.

The first of such moves is

likely to be the basing in space
of sensors to detect any possi-

ble missiles rising from Soviet
silos. That could be followed in

stages by other parts of the
kind of system that the Penta-
gon has in mind.

Some observers have ques-
tioned whether the SDI pro-
gramme is still necessary,
given the general warming in

relationships between the US
and the Soviet Union, which
has been another feature of
President Reagan's term of
office.

Others believe that the ideas

behind the programme are fun-
damentally flawed on the basis

that a defensive system of this

nature could become a means
of stopping Soviet rockets fired

in retribution to a US nuclear
strike. The thought that the US
might be preparing for such a
pre-emptive attack could,
according to this view, push
the Soviet Union into becom-
ing more warlike than it might
otherwise be, making a nuclear
war more rather than less

likely.

Mr James FreLk, director of
the George C. Marshall Insti-

tute, a Washington-based
think-tank which supports Star

Wars, firmly rejects these theo-

ries. He says the work so far

done on Star Wars has been u
a

great achievement" which
should eventually lead to a
slowing in the build-up
between the superpowers of

armaments and a reduction in
tensions.
Over the next two years, the

SDI programme is due to move
into a higher gear, with a
series of technologically inter-

esting tests, both in space and
on the ground, that should pro-

vide more scientific data on
whether the scheme would
work or EaiL What has, how-
ever, still to be resolved is the
degree to which the next Con-
gress wifi support the project

with hard cash - a factor
which is likely to be just as
important as technology in
influencing whether Star Wars
has a future.

Peter Rfiarsh

Coieiiorative Projects In D^volopmrit or Early Study Phages
Project Can D’martt Franca G’many Italy MTarxto N'way Spain Turkey UK IIS

NAVAL EQUIPMENT
NATO Frigate replacement^FR90) •
Ships Low Cost Navigation System •
LAID EQUIPMENT
COBRA (Counter Battery Radar)
Multiple Launch Rocket System Phase 111
MISSILES
Modular Stand-off Weapons •
TRiGATfThird Generation Anti-Tank Guided Weapon)
Advanced Short-Range Air-to-Afr Missile

NATO Anti-Air Warfare System •
Family of Anti-Air Missile Systems
AIR SYSTEMS
Airborne Radar Demonstrator System
European Fighter Aircraft

EH 101 Helicopter

A129 Light Attack Helicopter

RTM 322 Helicopter Engine
OTHER EQUIPMENT
NATO Identification System (NIS)” •
NIS,Question and Answer Component Development

Ada Computer Language Project Support Environment •
Multifunctional Information Distribution System •
Midget Post-Design Services •_

9

9
9 9

9
9

&

9
9

©
• 9

9 9

9
9 9
9
© 9

O 9
9
9 9

9

FORLAND,
SEAANDAIR
PILKINGTON
HASVISION.

Down under, the Australians are looking up through

Pilkington periscopes.

The United States chose Pilkington thermal imaging

for its air defence Stinger programme.

Most fighter pilots in the west see the world through

Pilkington optical systems.

Pilkington glass is protecting the communications

satellites ofthe western world.
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New emphasis
in armaments
collaboration

From previous page

The approach of the single

European market after 1992
has helped to spur these moves
on. Of the IEPG’s 13 members,
all but Norway and Turkey are
European Community mem-
bers. The EC's Rome Treaty
allowed members their own
policies for "arms, munitions
and war material," with an
agreed list of items exempted
from Community measures.
But the 1986 Single European
Act, which brings defence into

the domain of EC concerns,
also covers armaments, by
expressing members' determi-

nation "to maintain the tech-

nological and industrial condi-

tions necessary for their
security."

The IEPG dates back 12

years but has met at ministe-

rial level only for the last four,

and then irregularly, about
once a year. Britain, which
takes over the chair from
Spain for the next two years,

aims at more meetings.

The open bidding proposal
was on the initiative of the UK,
which has pioneered the
arrangement on a bilateral
basis with France. In March,

the French authorities started

publishing, and circulating in

the UK, the same kind of
defence contracts bulletin that
Britain has produced since

1986. The two countries, which
have held a series of three sem-

inars on different equipment
areas, have embarked on
“cross-purchases," buying in

each other's markets on a
reciprocal basis.

The IEPG idea is to extend

the publication of contract
openings throughout the group
by the end of next year. Mov-
ing from this to a real market
will not happen overnight.
Transitional provisions have
had to be written in to protect

the three industrially weakest
countries in the group, Greece,

Turkey and PortugaL
Exchanges are to follow the

principle of “fair return,”
which means that the IEPG
will have to keep track of trade
flows. Organised now by one
British official at Nato, and
even then as only part of his

job, the group is due to get a
permanent secretariat.

The action plan recognises
that “there might be a poten-

tial conflict between the juste

retour and the call for competi-

tion.” But reciprocity is seen as

a necessary bait to gain accep-

tance for opening the procure-

ment process, given the large

industrial interests at stake.

Some sectors will remain
closed: neither Britain nor
France, for instance, is about
to put nuclear weapons or

nuclear-powered submarines
out to international tender.

But members will be asked to

list their closed sectors and
justify them.

In the long run, the initiative

can be expected to lead to

greater specialisation between
the various European indus-

tries.Some will find that hard

to accept, but it is the price for

staying in the game.

David White

JAPAN

An evolving
OFFICIALLY, Japan is aiming
to become the first country in
history to have enormous eco-

nomic and political power
without backing it up with a
strong military force.

And there is just a chance
that this gambit may succeed.
In the first place, there is no
obvious need for Japan to be a
military power. There is no
political vacuum in Asia as
there was in the 1930s, and no
Western colonial power to oust

from the region.

Second, Japan's neighbours
plus the vast majority of the
Japanese people do not want
the country to be a military

power. Indeed, the Japanese
are so sensitive about the pros-

pect of militarisation that most
government leaders accept that
it will be politically impossible
to raise military spending
much above the current level

of 1 per cent of gross national
product in the foreseeable
fixture.

However, that framework is

too simplistic. There are many
gradations between being a
major military power and
being totally demilitarised, and
the Japanese authorities are
constantly having to re-assess

their circumstances to try and
find the right leveL

If they put too much effort

into defence, they risk antag-

onising people at home and
abroad. If they put in too little,

they will be accused of not con-
tributing enough to the collec-

tive defence of the West. Also,

as in Other industrialised coun-
tries, there are pressures from
defence industries in Japan,
which claim that enhanced
defence spending is essential

for them to keep abreast of
leading edge technologies.

Japan's defence policy has
advanced from an essentially

pacifist stance 40 years ago to

one of taking a considerable
responsibility for self-defence

and an increasing role in back-
ing up the US commitment in
the region. Under the postwar
constitution, Japan renounced
the rights of belligerency and
the possession of arms. How-
ever. the Government has
gradually expanded its defini-

tion of self defence over the

years and deepened its military

relationship with the US.
For example, in the early

1980s, as the Japanese people
became more aware of the
threat from the Soviet Union,
it became politically possible
for the government to accept
specific roles in the collective

defence effort The three mis-
sions agreed on were:-

S To defend the Japanese
archipelago from limited air

and land attacks,

a To block the three straits

through which the Soviet navy
passes by Japan to reach the
Pacific.

D To protect the sealanea for

1,000 nautical miles south-
ward.The Government also
embarked on a five year equip-
ment build up programme in
1983 to enable its forces to ful-

fil these missions.

The result is that Japan’s
defence commitment at the
moment is very large by any
measure. Its overall defence
budget of Y3,70Obn (S29bn) in

the current year makes it the
third largest military spender
in the world, after the US and
the Soviet Union, although the
figure is bloated by the rela-

tively high salaries of its vol-

unteer forces. Under the five-

year build-up programme, its

defence budgets will continue
to grow by more than 6 per

cent a year in teal terms at
least until 199L

Despite the size of this
build-up, there is every indica-
tion that the Japanese have got
it about right with the current
stance. On the one side, the US
administration appears at last

to be content that Japan is

making a contribution to the
overall collective defence effort
of the West that is consistent
with its size and economic
strength. On the other, neigh-
bouring countries and the
majority of the Japanese peo-
ple seem to be fairly comfort-
able as well
However, there are groups

both in the US and in Japan
which would like to see the
country doing much more.
Many US Congressmen are
upset that Japan spends only 1
per cent of its GNF on defence
compared with the US's 6.6 per
cent, and demand that the
country raise its share of the
burden. A small minority of
Japanese nationalists would
like to see the country become
a self-sufficient military power.

Meanwhile, many Japanese
manufacturing companies are

"putting pressure on the Gov-
ernment to increase its defence
procurement. Until now. the
country's military equipment
industry has been stunted in

part by limited procurement
budgets (Yl8,400bn in the cur-

rent five year plan) and, more
important, by a government
policy prohibiting the export of

weapons. The export prohibi-

tion is weakening somewhat
because of the emergence of so
many dual purpose technolo-

gies.

It is difficult, for example, to

stop the export of semiconduc-
tors that will ultimately end up
in a guided missile or jet

fighter. However, no one
expects Japan to be exporting
complete weapons, such as
missiles or tanks, for the fore-

seeable future.

Consequently, the industries
making these and other sophis-

ticated military products will

have difficulty generating suf-

ficient volume to become inter-

nationally competitive.

The one exception to this

Paratroopers of Japan's
1st Airborne Brigade,

training cl Narasbino,
near Tokyo

pattern is likely to be military

aircraft. The Japanese aero-
space industry put enormous
pressure on the Government to

spend the extra money to
develop an indigenous fighter

rather than buy one from the
US and virtually won its case
last year.

The new FSX programme of

130 fighters is to be a joint US-
Japanese development of the
General Dynamics F-16 fighter,

but about two thirds of the
development will be done by
the Japanese.
Japan's defence policy is

continuing to evolve. The two
simmering questions at the
moment are the country's par-

ticipation in overseas peace-
keeping operations and the
establishment of security rela-

tions with other Western allies.

Until now, Japan has eschewed
security alliances with all

countries except the US, but
there is more and more inter-

est in developing ties with the
North Atlantic Treaty Organi-
sation (Nato), with which it

has much in common.
Last year, Japan was sharply

criticised by Western countries

for refusing to send mineswee-
pers to help protect shipping in

the Gulf. The Government
decided such a move would not
be accepted by the Japanese
people, on the grounds that the

country* should not send sol-

diers overseas. However, it

asserted at the time that it

would not be unconstitutional
to do so, thus setting the stage
for such interventions at a
future stage.

It has already moved one
step in that direction, sending
civilians to monitor the Soviet
withdrawal from Afghanistan
and to assist in monitoring the
ceasefire between Iran and
Iraq.

Cart Rodger
Tokyo
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ACROSS
1 A nasty fall? (4^)

5 Bone - seen on the head?

9 Team’s too bad: could be
thrown? (8)

10 Starting price has gone out
- as going is like this? (6)

12 In variety, turn with
English odes to go to waste

(3A4)
13 Nothing in Roman poet is

suggestive of egghead (5)

14 Standard to fell back (4)

16 Drink for army unit of the
highest quality (7)

19 Take some point (e-g. ’ere)

as an individual entity (7)

21 You can't say you haven't
got it! <4)

24 Newspaper cover (5)

25 It's a movement to measure
period of calm, we hear (9)

27 Worker at the Cringe shows
composition (6)

28 Spilt beer in the building
plant (8)

29 Expensive item (a mineral
source) provides wild excite-
ment (6)

30 This provides a frame for
the rest (8)

DOWN
1 Flower with name behind (6)
2 Greek character surrounded

by exploding mine Is unaf-
fected (6)

3 Some deliberation is needed
to get the quotient (5)

4 My tip provides warning to
those at sea (7)

6 Although unprepared, Tm to

give a hint to leader of
union (9)

7 Recluse about to put on man
of capital (8)

8 Comparatively fashionable

aim in one having a go (8)
11 Probability, expressed as 3

(4)

15 Period when I didn't do
much is astronomical in
length! (5.4)

17 Court official a payment
b-butters up? (8)

18 Witness at the match before

<8)

20 The ceremony is appropri-

ate for an audience (4)

21 To set against, get cap more
on the tilt (7)

22 Salute always in the Engi-
neers (6)

23 I've somehow got in front

like a threat (6)
26 Draft papers (5)

The solution to last Saturday’s
prize puzzle will be published
with names of winners on Sat-

urday December 24.
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For Currant Unit Trust Prices on any tetaphowi rinfl ^ ah inc VAT
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EM Ufa VIM Cth
Hfw Pita QIWJ luM

BM SS 2S “S Prta
turn VMI air.
Prta fan tat

National Mutual Life
Tta Prion Prorr Pk. HKdnn SC520W

- |I«I 2% 5
MjWCdPrcwciFirae .

UKE*iK»FA
Flted Imtren.
tod fit...

Uori
Prro. Nianjo.'d.„
Pm. UK Equity ...Pm OncncraEaufty..
Pm. Property
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ftra-lrAhUrtwi......
Pens. Demit

PKCSB&r
PJL? Flsednurs...
P.R.P. Proraty
PUP. Mes UnJred...
P.R.P Demit.
PUP. LmewbS.
PJLP. Witt Profit...

LW 2
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isao
224.2
,:olq
2202
252.9
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174 7
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133.0
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U0 0
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112.7
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Lift
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Maiugrri rind.
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34 8 577 —
390 62* "

7410 7806 _

14435 15140 —

432.2 455 0 —
385 4 405.7 —
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UK Equity.
Prosiati Fmli
Ameftojn
BuHdlng Sac. Fd.
Rxureea -
Ortmll.

90.0 100.0
1*60 175.0

German
GIK .

International Equity....
Japan
Managed
Prawiy
UK Equity

0
165.0
1385
152.0
100 0
,99.0
1*8.0
470
109 0
1590
219.0
550
2700
1150
313.0

1200
1*0.0
1910
157.0
1360
,910
141.0
11*0
123.0
550
208 0
2803)

252.0
174 0
146.0
1600
106.0
1050
177 0
500
115.0
1*6 0
2310
580

285Jl
122.0
330.0

127 0,
1*9.0
202.0
1**0
144 0
960
149 0
1230
uao
560
2190
29*0

0444

kidex Linked Gift-

43291

43296
43297
4329a
43299
43300

43301

4M03
43304
*3305
43308
43309
43310
43311
43312
43313
43314

McrtaUoul Money

—

Rmtb American
Japanese .....

Emtocw—-
SeecMSIluaUnax
Crtrmrxxi tattoos
SraxilaConKtjnles,.-

boil Shill Got-.

DrtasH Fd
OKFi.
Globai Equity Fd.
PiupaM Fd
EqWtrProFd
Gilt tots Fcl.
H«b hit Peas Fd
Global Ea Peas Fd.
Mon tots Fd
Prop tots Fd
A.G. Bond Fd
MLS lavFad
MLS tots Fond ,

mtabtytaalltsi

Seattisb ArnicaHe
150 St Vincon. St, (kas^oa

to^kaiimsul~~'.

466-1
249.1
3190
134J
80.7
1210
391

11^8
1090
93.5
97.4
620
64.8

3825 4027
3*0 4 379.4
147J 1551
183.4 193J
12-18
187-3
525
1270
7L2
95.0

92.1
102.7

1293
197.2
53-3
1339
73.0
im.i
844
970
1080

Do.Aetam. JZ47.0

ExemptMat tatt-
oo Actim. ,

Baildtsqi Society Fd-_

37X0
230.5
244-1
217.4
1620
1310
2920
2320
3510
1770
257.7
172J
2600
14001
2110 .

130.4
196.9
195.7
2955UU

MI-2482323

- 43861

43865

4«67

is
I 43873
U 43874

Prudential Pendam Limited
Hqlton Eon. Lortou EP1N 2NH
Micmkaun Dec? "
EatPty Dee 7..
tnurool tonal Doc7
inti Bond Dec 7
Fixed ter Dec 7.
hadem Linked Dec 7
Property Dec7
Casa Dec 7 1

02954 13192
03752 142.45
E20.9* 2101
£10 70 1005
£69.72 70.65
£57.17 57.8*
£99.04 1040745m 195988

Scottish EonttaMe Ufe Asscc. Soc.

UK Equity

Prolific Life & Pensions Ltd
Slramqngatc.Krtdqll. Cambria LA9 4BE 053433733

Managed Fund see BaiwnGrovtn Managed Fund
Balanred Coin Mngd . 4951 5210 - 43315
AdseromM Mngd- . m.9 164J - 46402
Secure Mngd 967 1020 - 4*403
10a Fq - 224 0 236 J - 43316
Preon-D Fund. .. . 27Z.B 2675 - 43317
Equity Fund 539 0 5*8 0 - 43316
Fed. Int. Fund .. . 282 7 297 9 - 43319
internal tone* 3*1.1 254 1 - 43320
Hiyi income 386.5 407J - 43321
Far Lx* 2*3.3 40*0 - 43322
North American I NO 2IN 7 - 43323
Sctcla: S'ti. . 475 8 5014 - 43924
Tfshncloae 199.1 209 9 - 43325
Extra Inc Fd . .. . 22* 9 239.1 - 43326
Convertible d GIK Fd. 141 4 149 0 - 43327
Aroeriun 'ncornt 100 4 105.9 - 43323
Gin F and 20 29J 1 311.9 - 43JZ9
tronaituul ... 82 9 87 4 - 43330
Pref 4 Find Im 9*7 1020 - 46332
taxed Gill U$a Pm A(c - 47*7 5310 - 43331
xarirlceu; M— toe ta - 94.4 94.9 - 46404
SecereWsoa Pern Act- .

9*4 101.5 - 46405
Bonding Sac Acc . . . 229 8 241.9 - 43332
Property Pm. Acc... . 271.7 286.0 - 41333
Fix. Int Pees. Acc. - . 17*5 396.4 - 43334
Esulty Pens Ace. W5J 637 2 - «g3
taunt* awl frfc Get. J7.6 229.1 - 43336
Hrgnioc Pens Acc 402.7 423.4 - 43337
Teen Pens Acc . 1242 110.8 - 41338
N American Ptm Acc 129* 136 5 - «339
For Un.fi Pens Acc . 3*40 384.0 - 4U40
SpecU/S'BtostAc: 386.2 4066 - 43341
Extra Inccoir Pern Fd. 762 6 27* 5 - A33U
GastallMedUhPni... . 1516 159* - 43343
Amman l-K ton 106.7 112.4 - 43344
EurtPKPtots. 85 5 90 1 -<0345
Managed Cash Pens... 1054 111 0 - -
Prof E, Flxe-J Pens.. .97 7 1029 - 46333
BnbmFuaia
Accra Van wrt Fund
Portfolio 2VUO . ...
Band Intbl "fcnxg-1 -

PfiM Mir GirihX ins. -

DWlCjrmtJi&'MJnr
Fj* Caplu: Ub't jnc Otwr Price ring 05J9-3J7J3

PiKwij Ecuiiy &. Ltf* Ass. Co
(balerAre. Squtbrod SJT 60H . 0702;
Int Mqe Pessesn Fd. .1299 13*7

MAiuaed Dec7
Cash ripe 23
Pmdenttal Punrtiros lro
tonMcpd DtcB
Peru UK Eq DecO.-...-
Pem 1ml Dec8 ..... ,uj.>
Pens Fixed 0ac4_ .—(l580
Pbb

M

m Lk Dec*....
Pans Cos* Dec 6

Tccbnoiogp
Flarthturesu
MendUeVrt
Fcewgo Bond/C

Regency Ufe AnarmcR Co Ltd
55-57, HI# Hdttorn, Imtaa WC1V6DU
Agiutlve Prilto Fd 7|102-7 UM0|
Balanced Ptfl lo Fd
Cautious Ptf II* Fd.
EliteFuad
European/and ...
For East Fund
Fixed Interest Fuad-...
Intoeaitoaol Faad
Money Furl
N. American Fd . -
Property Furo
UK Eaully Fd - !

A.LM. Bream DtatatFd.
Sobn Setea Ims.
Oart Safety First Bd...
DopqxestFunL.-
Exec Master Fd

.
HxfdMK* Groat* Fd I

Milbeuroe Sore tort...
Swim Global Fd

All rnm baseeo

272.7
1136
1910
690

1
970
Z37J
2230
1700
91.D

790
96.40
IIP t
*58

0
1052
89.8
97.0
998
ipn

287.0
1190
960
730
102.9
299.9
2370
179.7
95.7
39L0
34L7
834

103.6
107.7
690
920
110.7
940

102.1
105.1

EUHcal 1
Edbdtorub la*.

BalintGlffort JApaa.

SeaWsh Ufe hmstmmtx

aDoml OttenmluMeftom Repeat Uft.

Rdfam Motul
RrJianc* Homd Tudtrk
Orswtn occFfl
Equity Acc Fd.
MAbned Acc Fd.
PreoFdllsitauti.
Prop Ace Fd I2ad fed...

Uml Trust Mb. Fd
LtomtoaFiTOM
Depot, i Acs
Equity Acc.
Flirt lr» Acc.

Gil loft LrA Acc.
Managed Act.

Rayd Heriboe Ufe Assabict Ud
20 CilftooSL ECU 4HX 01-920002/0733

U9.Z 1250
un*

261-4 275.7 —
2400 2320 —
J- 52S.1 —
164-0 1720 rt

902 950 ”

151.4 159.4 _
187.0 1960 tm

15L1 159.0 —
1270 1340
12240 2360 I

D8923100J3
43575
43576
43577
43S7S
43579
41580

1720
aos
1349
218.6

ygz
1
43916
143919

Scottish Mntnl Aswtwce Soelrtr
109 St vteenn St. Glasgow
Fta,6rtNoul5,....r]«47 6 lOgOj
Pea MpgdOctU 1*90.7 71241

Seattisb Hntaal lorestnunb
UWSlVlnce*ta.«bMP*r
Safety Fort
Growth Fnd
OpportxntyFuad

'RM_.

UdMAT-Crerj BCFtt ....

tat UN Cncy Bd FCiel.

netloirPror Bd. Fd . ^
FVriiMe Manej Be Fa .

Spqcui KUn toe Fd.

Pnwrty Growth Assar Co Ltd
Srt AllLirce HtsM. Hortuis
property Fund 1

PfapmrFjitdiA). .

Agricultural Find I

A64C Fart til. .. . I

Aluc Mat. Fucd
|

Atbvy Wat-Fd U1
kuEdmsi Fixtd. .........

IdtrestmeM Fund IA1....]

Eouile Fond.
EqurlyFandUO.
Mctiey F-j.it

Meusej FtncLD
AOIAflAI Fund...........

|

GIK-Eagrt Fund — . -I
Giit-Edg.-d Fd. (A).....J
RetireAntBlt* I

laiwd. Afin'ti. {
ntwivaiJinal Fd . . „
BM9 Sri Lite Fd..... . . . . uu r

4M0
.6820
340.4
5292
2W.0
2278
1820
2270
|8L7
238-1
AUK.

AlTvr5er4c.Uii......
Im. Fd. UK. ..

Penun Fr Jts..

Cone Pern. Fd. . —. ..

Ca» Pm. Up. UL—....

Man Ptm Fd . . .

Mon Pent. Cap. Ui—..
proa to*. Fa.

Prep.Ptnx.CAp UK...
Elsg Sot Fro. Ut ..

Btog iec.bp.Ut-
GiluPfto. fd .....

Clltx toev Fd Cop .

Equity Pens Fd.. . .

Equity pea: Fd. Cap—
Ml. Pens Fd .

let!. Peal. Fd. CAP.

4630
4500
522.0
325-5
600.

1

338 9
5290
334*
461 7
294 b
279 4
200 3
4940
361 Z
171.9
1441

UnklCaib—
Multi Gwtb'A'
OpFmp —
OoEquttT

0P rife* VW...,.,.

Op blag
Op Oca..- ...............

Op End
ny Inr n«
Oplm Kan. ...
&JUSS
UpEntwaln Co*s.

tosgea^xndy SafaP
Property..

EBdilr-- -.
Fixed Interest

Managed.
DapouL -
GArinnrqGKlOal
GqrtdwcNA.
GimiHra Pacific
HendcnmiAcc.
PBPBUil Mnq . . -..
FrxmiingiM Mng
Gortimn Pot MhgdL—
Gartman Pen Sara
fectman Penlpa fmtf_
SpfiolkCxa. Ptd. Fd„4
IMC Pen SBSer B j

PeashwPsrota-aerialD
Property
WllT. ..-..re- . -
Fixed interest—
SS*4--—
Gartrumr CKUI ..

GAriirmeNA.
Gmunm* Pacific
FtakrailtL
Perpetual ting.
F-amllngtan Map.
Cdrtmore ton Mogd—
Ganjnore Fen Eirv......
xjignBa.klgeDB Pm. ..

AibEuroPpa- - . . -.

Fm Peawai CatilLd IMo c

•W15S
4400 4636

4230
7180
3584
357.1
277.4
239.8
192.2
302.9
86.0
250.7

ness

»» sb crJssasai'

*435 *77.

«

1657 6 1744.9
6137 *401
9900
4890
1570
751
194.9
1580
152.4
147 9
1520
1333
9av
[910
95.0

162.1
110 0
149.4ms
1420
'981
,840
10L4
11*0

ssa
«•w

43598
43899
43MB
4J601
43602
43603
43604
43605
43606
©607
43608
43609
43610
43614
43618

9J7.1
515.1
165 8
791

205.Z
1670
160.5
153.7
1600
1090
1040
960

100.0

U2.1
110.0
149.4
aia
98.1
840
L0L4
1160 - 43*29
UO0 - 436»

123 9 I 0632

iS;I
997 - 46122

t ringm2289 ar 2369

tons UK Equity Fnd-..-

I

Pent UK Sab Cal Frt--^

Pent Eipeceao Fqft --
Pen Far tutFai
Pm Japanese Fid.

—

Pen HtlrArootau Fed—-J
Peas latereatuwl Fad ._

|PM&lH/FrtldtFrt-J
tomlrttaritaUdFari -

Pdsq Prororty Fad.
toeCsfaFkBd.
Pens Kailtax Fnd.-

—

mi
1130
1-2.8
1347
1 T7 9
1^0

436Z1
436ZZ
45623
43624
43625
43txa>
43627

Scsttisfi Ptotritert Institutioa

r

mr

21*6
251 *
139J
1*43
109*
126.8
1360

Fixed Inumu
tadex-Ualud...

Cart.
tors. Mltrtbdt
Do- frd...Pm Equity taL... .

Oo. On-...
Pm. Ixtul lull . ..

Op. Orp. -
too prapfrty (nit .

.

On. On: .

.

tom Freed tat. Init...

0» 3rd . .

Pao-ireSctrija tort.

Oo. Ord
Peas CasblulL—
Ob Oro_

43971
4J97Z
43973

rid 8He> VIIM CMP.
Pna Prim fin Mu

Scottish Widow*" Grm«
PO Boi 902. EJiNiWi1 5BU
bnrbgl I Dec9 -
tin Pet Z UK ‘l

lneto'3D«^.. ••

hryPolCx* 0«9.
Mixed Fund
Equity Fuad
Property fund . .. .

Imsnjtlor ai Fuad. . ..

Fltrtlrt.FuW
litaeSlLFfl
CasnFd . - -
pm Kurt Fd M ..

fin. Easur/d. Ord ,

Pm Pro# FC Ord

Pm in. Td. Of* —
PmFtd W-Fd Ord ...

Pern LtoikId Ord.-.

Pro. Eos* Fd. Old ...

PUUia
PH StEa
PM Prop ......
PM PensProUCtiau
PWCAtf —

-

Ex Unit Acc. -

,25*6 Ml
705* 121 a
ZraB 293 6
I14LB 149 A
2000 Z1U
1*418 1441,8
114502 14522
,246 B 246.8

.2220 2220
(6170 6374

Shield Assurance Ltd
40 Uxbrota fid. WS20S
Staid Ufe Mrgd 10Z.6 1082
SMdd Pn»m Mnga. 1050 ILL*
SaleId Secure. 980 1071
Shield Secure Port-. .. 1000 105*
SMetaBnMI 918 968
Staid Brace! Pen— 41.6 960

Skwfte Life AmiKe Co Lid
Frobisher Use, Msan fce. Saatbtmptaa
SbtaMHLIfs^rtrt
Mdruged Fd 232.1 JK1
EqpttrPd . .. 2759 240*
WurttaulH, 2198 2310
GlllPtasFd 1940 20*0
ProcmyFd 189 5 199.4
Deposit Fd 178 2 1870
North AroemnFd 1090 1150
North Euraoean Fd 185.0 19*7
US. RlCOTtry FJ 150 O 157 6
Pacific Fd 1800 1897
StaaqtanrtUtrFnrt.
Aarerteon
American Eqartybic....

American Special S>&
Australia . -

Far East Ircantwiwwrai.
GtctaCddeertAitTK..
Grawih4 tocoiae

toS-rxilcrUl Bend—T.

Japan . .

ttaui ScadolSUa.....

Sath^st AUx.~7.rZ!
SotcialSHs-

American SmEi Qr%_..
American farcand...

.

Cooital
Ccnrertibie&GKL .._

Smaller Cdmqujes..

SasSCfiwtiiMiqPw
Anaricm ...

Amtricun Set Opod..
HrtgrdAmerican
Australian
Bertbll-
Earopm
EaepmaSefOprt

—

Far Easton..
Fixed Inttrd-
Frontier Markets
Gtohll -
Global Inc&Gwth
Goto Shore
Higbtocomc
HBngXocp.
Income- ... .

Inti Fixed lauriSL
liql Resources.

faff Sri Ogps.
Japan
Japan 54 Ocas.
Pacific Growth

40*7»
40976
40977
43478
43979
43480
*3981
<3982
43483
43934
*3465
439S6
©987
43*88
43989
43990
43991
43992
*3493
0944
46422
*3995
4399*

01-56707C0
-I *3997

Maned

Capital Growth- .1

Iccomtart Assets. .

Incomeand Growth.
Hiqh I ratote.

Erra Income
Smaller Co. Oretdfc

Pretemrcend GUI
J
148 8

Gilt Tort
Gold TrosL __

S3iSFrrz:
GJotal Rtscurees Tsl._
Glokol Healthcare —
Global Inc& Growth....

Global TechnoloiT
Best of tkeWmtdFd...
IntemaiiqnjL
AusualloB ...

European Ianw.

SKT":
SfeF
Hcrth American

.

American SmxflwCo
American Rtcwenr—
Prime Kntaentlal

Fmid of ini
Ciwwal- --

Higa Yield..

J jpaatse Soyciil...-
North American
Pacific
Smalire Gqmooales..
UK Equity Growth-.,

^rMitawttNx
Growth Gin.....
laslReanery ...

Smaller CanoAitl
taeclal Faatmts.
UK kxome..
Extra Cacomc-...
IncomexmlGrow
GUI
riofShvt*.

ssssissd
Sold.
IsJ.LrismoMxrk
HI Income& Groa
PropertySm —
Unriene I Energy .
WwjdTMgMgy.

U0. Income.
,

U0. SmnflGO—-
AustraUox Crrortb

1

Ebi upt tof
EwMevSmGes
ForEoiL
Frenea Growth
Hong Kang Pari
Irttaottoul Growth—
Jjqaa Petfixiiiwrio

^5«5-i55b:UKbMb

toll Emerging C-t
toU Growth
UK Growth.
Worldwide I

MaaNri.
•rtEtartlMI

Emily ireorae
H»p* Yield -
PqtattNSkae..
Smiller Gomanlcs,
rVoridwtoeAijXw.Z
Mxnupro.
rtasdla TS8 Mtatap
TSB American
756 Exropebi Grona
TSB Extra taenroe
T5S General
TSB Gilt& Fixed'
tsb
Tsa
tsb Pacific—.-
TS8 hneraatlanal...-
TSB Sehcved (tax

—

TSBSmallerCos—

—

TSflMaiapfd

—

ItaislaBt lAaraped

—

Fidelity Mxcaged—
FrmnIXXIIM MocOMd—

Tiedlrt... Il22|

uao 1240
1980 208.7
2031 213.7
1790 ua*
9L1 95J
2550 IM O

U4T

Shsrs, 1943ZZI640

44011
4*012
44GL3
44014
44313
44016
44017

- 44013
44019

44027
*0728
4JC29
44030
44031

44032
44033
4COJ
*4035
44036
44QJ7
44038
44039
44040

*4048
44049
4AOS1
44052
44QSJ
44054
*4055
4405*
44057
44CSC
44059
440b0
44Coi
440*2
440*5
44050
44054

40069
44071
4*072
44073
44074

94.9
m.6
148.0
82.6
1102
135.7
2242
1770

44089
440*1
*4091
^4092
44093
*4094
44095
4*096
44097
44C9B
44099
44100
*4101
44102
44103
4410*
44135
44106
44107
mum
44109

464Z3
4*552
46424
46425
46426
46427
4643
46429
•6430
46*31
46*32
46433
4604

44110
44U1
44112
44U3
Mil*
44113
44116
*4117
44LIE
4*119
44120
44121
44122
44123
44124
44125
44126
44127
44128
44129
44100
44131
*4132
44133
44134
44133
44136
44137

- 441*5
- 44146
- 44147
- 44148
- 44149
- 4*150
- 44131

,140.5
197.4
1503

Sa
1900

147.3
143.9
166.7
11L6
1360
1924
2130
215.7
1470
W20

tm a
103.4
200.0
151.9
1290
2DL2
107.9
1770
138.9
1760
1070
1372

- 44162
- 441*3
- 44164
- 44165
- 44166
- 44167
- 44168
- *4169
- *4170
- 44171
- *4172
-144173

-i 44174
- 44175
- 44176
- 44177
- 44178
- 46432
- 44179
- 44180
- 44101
- 44182

46436

1 40921

041-2486321
ifwa

40923
43924
43925
43936

- 43929m 43930
<3931

43933
43934

88?
S3?§
43940
43941

52843943
0944
4SM9
43946
41947
41943
43*09

- 0950
- 43951

Standard Lift AsMrWM
3GeorvSLEdltan&

FhffIrtersSL-'-ZZrZr.
lodn-LMrt
uumitioa)—.

—

Fvl

Peston MaBAued.
PwBl^WriT&rfimo
P*s«r Equity.

—

Pension Fxd lltL.

Pet

Pmtan£mcP*AhZ!

Sai Milam brnnee
Sun AllknccHourt tafitam
LH*Fnrtb ___
Manned FixiL 588.7
Equity Fund— SfflJ
nSalBtiresi Fond WSfl
tadaUnkrt Fw* <«*
Property Find ..

tatafitmimul Fd
Hunk America fpad-...
Fir East Fend—
Depmii Find...—.—
... . - —wRuHWrOf uipaj w. —

.

Worldwide FlnbhclnL—
WrttHde letaatagy—

SErE
Prtm frtt
Managed. —
Equity
FrereFr

730 770
119 n lgi. i

820 86.9
253.9 2670
179.4 188.9
4910 517.7
1090 115.1
670.9 706J
293.1 0086

, 1730 182.8
4822 507.6

.242.7 m
07 1 91.7

.990 104.4
397.0 102-2

IrtroUnkud.
Property -•.—

—

WwnxUisrt

Bojujnp SoMj.ZJ'-
Wcridrodc tabd.

Eunity income-
From Inll Growth
From America5m Ur Gus-
Fram Casual TsL
FromJaem6Groenl—
Film rtrn Tn»«Bad.

S3
273.7 2880
222.0 2337
229.6 2*17
3016 3160
1903

11150
,1000
97.10

12L2
105 5
V*23

7500 79.M
68.70 72.40

1

1166
1680

122.8
176.91

0*0364141

- 44201
- 44202
- *4203
- 44204
- 4*205

- 44210
- 44211
- 44212
- 44213
- 44214
- Milt

- 44216
- 44217
- 44218
- 44219
- 44220
- 44221
- 44022
- 44023
- 44224
- 44225
- 44226
- 44227
- 44028

SM Ofilf TM fctj-
toee tot» Gram Get Km CS

Sun Xlliant* l/sunoss SfUta
^
CwM.

,

Fret SlLJi" i T«. )17*S UhTI
rr*=r4ica-tit3>ri. 1:5*0
CT Inttrji m.'M> ,3360
CTuSLie-en! I^Tta
GTAjwrSeetS :t I

GT J*^r- o. u-tta) JliiS
CTfJrEtriAwen . 19990
GT UK Caetu
BTLatfur. _ !01 60
GTSft-ra'.KrgJ 10

^95
93 43.
.A JO.

7770
1ST
IC31
1333
8S9C
97 30

i

Sob Life of Cauda rUK) Ltd
Bocs'/ex sBiasctt K21 :C2
•WtLcif

44231
•Asa
4*233
4A2W

*4036
**Z37
4*238
4*739

Qiftea FHWKiai MgmrtLU
77 BefMnSrtqp. Drtdai BSB , 0272^23331
ManagrdGthFd .11040 U0.ll

OnimmoMl Moerex Pic
1 MLuMat ScrrH. lundrtW1BOK
to-*Ufe(Twyed^i |727 766|
UeCPnFsStmPmAu. 1 143.7 UUl

Capital Nb

-1444*0 StnrttnpBart. . .-

KL KS 2S ^
Fu*d«nr».-CwU.

Kb
Offer
PTtU

Wr
Ua*

NM Sdtrwkr W
— 1 44816
-1*4817

Ho, J7J Si P«o Peri.

Un«d C*rrWK«

CStartai.
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01-439UU
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StelH FI

“
Fr Franc
Et»\_

ffifi—
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CURRENCIES, MONEY AND CAPITAL MARKETS

foreign exchanges

Dollar to slide as Gorbachev factor fades
By Colin MHOiani

IT WAS always rather hard to
believe that the dollar could
sustain sharp gains, simply
because there might be fewer
Soviet troops and tanks In
Europe in future.

Wednesday’s figures on US
trade in October are likely to
prove a more reliable guide to
the future performance of the
currency*
A sudden surge in the value

of the dollar caught the foreign

exchange market by surprise
last week. Soviet leader Mr
Mikhail Gorbachev’s offer of
substantial cuts in bis coun-
try’s armed forces led to strong

demand for the dollar, on spec-
ulation that the Soviet initia-

tive would be met with a
reduction in US arms spend-
ing, and a lower US budget def-

icit.

Dealers rushed to cover posi-

tions in a market short of dol-

lars, but the move was largely

technical and lacked convic-
tion.

After rising above DML7700
and Y124JJ0 on Wednesday, in
response to the speech by Mr
Gorbachev at the United
Nations, the dollar fall back to

DfcU.7330 and Y12Z2S at Fri-

day’s close in London.
According to several ana-

lysts nothing has changed. If

there is a cut back in US
defence spending - and after

President Reagan’s comments
on Thursday this is by no
means assured - the impact on
the US Budget deficit would be
only a few billion dollars,

against a shortfall of at least

SlOObn
'

This assumes the US will

meet the Gramm Rodman tar-

get for the 1990 fiscal year,
beginning on October 1, 1989.

Mr Rupert Thompson, interna-

tional analyst at Morgan Gren-
fell, points out that cuts of
around $30bn from current
spending plans wiQ be needed
to hit this target
Mr Thompson says the scope

for large non-defence spending
cuts is severely limited, and
ha*- substantial pfas ran only
be made in the long run.
He adds that Mr George

Bush, US President-elect,
might retreat an his commit-
ment not to raise taxes to cut
the budget deficit but not until

well into next year, when he
can claim to be bowing to pres-

sure from Congress and the
financial marketa,

Mr Thompson believes that
Mr Bush and Congress may
eventually agree on a compro-
mise to avoid sequestration of
funds, but only after much
wrangling.
Mr Geoffrey Dennis, chief

international economist at
James CapeL fears the budget
negotiations will prove lengthy
and very difficult He says
sequestration may have to be

used for the first time next

summer.
The US trade figures are

likely to be the centre of atten-

tion this week, but according

to Mr Deunis the improving
trend in the overseas trade def-

icit has stalled at a monthly

average level of $9bn to SlZbn.

A survey by MMS Interna-

tional points to an October def-

icit of S&dbn, compared with

$9bn in September.
James Capel forecasts the US

trade deficit will fall by just

$14bQ to $l22bn next year, and
that this will be accompanied
by robust economic growth of

C IN NEW YORK

around &2 p.c-; rising inflation;

and a lack of progress in ach-

ieving cuts in the budget defi-

cit.

Although growth is expected

to fan back from around 3-8

p.c. this year it will be high
enough to bring about a rise of

1 percentage point in US inter-

est rates, according to Mr Den-

nis.
Nevertheless, the wide trade

deficit will override the impact

of higher interest rates, and
the dollar will continue to
gPri*»,

James Capel forecasts that

the dollar will weaken to YH2

and to DML61 by the fourth

quarter of 1989.

Chase Manhattan Securities

in London, says central banks

are unlikely to support the dol-

lar on a large scale. West Ger-

many. Japan and the UK are

experiencing above target or

rapid money supply growth,
and will not wish to continue

printing their own currencies
to purchase dollars.

Chase Manhattan’s forecast

for the dollar is very similar to

James Capei’s, suggesting the
US currency will fell to Y112

and DML60 in about a year’s

time.
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MONEY MARKETS MONEY RATES

West Germany fuels the

interest rate fire
HIGHER INTEREST rates in
Frankfort fuelled speculation
that world interest rates will

be dragged up next year.
Mr Helmut Haussmann,

West Germany’s new Econom-
ics Minister, said there Is too
much money around, and the
fight against inflation should
be a tpp priority.

Call money In Frankfort has
been running very close to the
Lombard emergency borrowing
rate of 5 p.c. recently, leading
to suggestions the Bundesbank
will increase the Lombard rate
in the new year.
Mr Karl Otto Foehl, Presi-

dent of the Bundesbank, said
the central bank’s monetary
target for 1989 will aim to
maintain confidence in the
D-Mark. This will be
announced after Thursday’s
council meeting, when the M3
target is expected to be
unchanged at 3 to 6 p.c. Mone-
tary growth this year is almost
certain to exceed 6 p.c.

Higher West German rates
tended to weigh on sterling on

Friday, when the pound lost

1.75 pfennigs to DM&2Q50. Deal-
ers became wary that any dis-

appointing UK economic news
could result in speculative
money moving out of sterling

and into the D-Mark.
London interest rates edged

nervously higher. The situa-

tion remains the same. UK
base rates wifi not fall in the
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LONDON MONEY RATES

25
Dec.9

near future, but may be driven
up by any a weakening of ster-

ling, particularly against the
D-Mark.
The picture is similar in

Paris. While the franc holds
steady against the D-Mark the
Bank of France can hold fire

on interest rates. The French
central bank left its money
market intervention rate at 7%
p.c. on Friday, but may be
forced to tighten its policy if

the franc should weaken.
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BANK OFSCOTLAND
HOME LOAN RATE

Bank of Scotland

announces that with effect

from 12th December, 1988

Bank of Scotland Home Loan Rate

will be Increased to 13.75% per annum

Bank of Scotland
Head Office

The Mound
Edinburgh EH1 1YZ

BAXKOfSCOTLAXB
AEUENEFORUEL

and Finance Houses seven days' notice, ethers seven
TfBnfc Deposit Rates for

Scheme IV&V- 12251 px. Local , .. . .

days' fixed. Finance Haases Bose Rale 12* tarn December 1, 1988:
surra at seven days notice 4 per cert. Certificates of Tax Deposit Series 6); Deposit £100.000 and
rarer held under one worth 7% per cent: oae-three months 9 per cent’ three-six months 9 per cent;
six-nine months 9% percent; nlne-tweW months 9% present; Under £100,0007 per cent from
Juty33988 . Deposits withdrawn for cash 5 per cent
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Series

Feb 89 MAT 89 tog 89

StockVOl Last vol urn Vol Lost

GOLOC S440 297 580 A w _ a. S 420.90
GOLOC S460 45 2 A •m 40 1430 S 420.90
COLOC 5500 40 250 5420.90
COLOR S400 100 250 114 530 20 6 B S 420.90
GOLOP S420 48 650 8 10B — 5 420.90
COLO P S440 5 20 — - 20 20 B 5 420.90

Dec 88 Jan 89 Fete 89

EOE Index C FL 240 307 4.40 329 730 B 10 930 FL 24355
EOt Index C FI 245 419 L6G B 51 430 B 13 730 FI. 24335
EOE Index C FI. 250 140 030 116 230 — — FI. 24335
EOE Index P FI. 220 — 40 130 A FI. 24335
EOE Index P FI. 225 95 Q30 — — FI. 24335
EOE index P FI 230 1 030 100 1.10 10 3 B FL 24335
EOE index P FI. 235 24 030 38 230 66 4.40 Ft. 243.55

EOE IndexP FI 240 412 0.90 46 430 A 4 630 FI. 243.55
EOE Index P FI 245 12b 330 25 630 A — — Ft. 24335
EOE Index P FI 250 37 7 A 48 680 22 L0.50B FI. 24335
EOE brio P FI 260 — — 1 1730 20 1730 FL 243 55

Fete 89 May 89 Aag 89

OBLIadexP FT. 100 _ _ _ 500 130 FI. 9930
OBL Index? FI. 10230 - - — - 1000 350 FI. 99 80

Dec 88 Jm.89 Fete 89

5/FI C FI. 195 109 1.70 b 3 A _ — FL 195.78

S/F1C FI. 200 15 0.20 7 1 — 0. 195.78
S/FI P FI 190 5 0.40 — — 55 2.10 FI. 195 78
5/ FI P FI. 195 218 130 2 280 B FI. 195.78

Jon. 09 Apr. 89 Jill. 89
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Figure in narenfeeieS
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per grouotog

US
Dollar

index

% Change
Since

Dec31 87

Pound
Sterling

index

Local
Currency
Index

Grass
Dlv.

Yield

US
Dollar

Index

Pound
Sterling

Index

Local

Currency

Index

Australia (90) 145.46 +38.9 116.63 11135 4.84 146.78 117.56 111.88
Austria US..., 98.10

134 88
-2.6 78.66 88.23 2.79 97.28 77.92

106.81
97.70

88.17
12033

Canaria (22S).„M, ... 121.92 v9.9 9736 10524 3.40 9s 105.42
Denmark G9)^ 157.92 +36.8 126.62 14337 2.11 157.46 126.13 143.93
Finland (26) 137.75 +19.7 110.45 118.29 1.42 137.69 110.28 118.53
France (130) 11234 +303 90.08 104.41 3^1 110.91 88.84 103.48
West Germany (102) 88.26 +14.2 70.77 79.52 235 87.59 70.16 79.31
Hong toss (46) - 11033 +23.9 88.47 110.57 4.67 110.79 88.74 110.95
Ireland (ia>.._ 13139 +25.7 105.51 119.89 4.20 131.60 105.41 120.92
Italy (S8) 85.04 +9.4 68.19 81.23 i49 84.69 67.83 81.27
Japan (456) 190.81 +35.0 152.99 147.45 031 190.10 152.26 147.20
Malaysia (36) 14235 +273 114.14 147.10 2.88 142.48 114.12 147.28
Mexico (13) — 17439 +653 139.99 435.61 L17 174.20 139.53 434.63
Netherlands® 110.44 +10.1 88.55 98.64 5.00 110.34 8838 98.91

New Zealand (25)., 6534 -13.6 52.79 54.27 7J2B 66.72 53.44 54.80
Norway (25) 13135 +29.1 10532 114.86 2.53 129.21 103.49 113.56
Singapore (26).— 121.73

122.90
150.08

+25.1
-8.0

+13.2

97.60
9835

108.83
100.43
127.97
128-57

2.49
4.63
3.19

119.66
12239
14935
142.60

95.84
98.03
119.62

107.03
100.96
127.85

South Africa ttsU) —*.44i^«ia

Spain (42)

Sweden (35) - 14432 +45.6 115.72 2.22 114.22 127.51
Switzerland (57).- 78.99 -5.4 6333 71.54 237 78.71 63.04 71.51
United Kingdom 026). ...

—

134.72 +1.7 108.02 108.02 4.96 135.70 106.69 108.69
USA (577) 112.79 +122 90.44 112.79 3.63 112.60 90.19 112.60

Europe (1007) 114.14 +9.2 9132 97.91 333 114.04 9134 98.01
Pacific Basin (679). 285.66 +34.6 148.87 14435 0.73 185.07 148.23 144.13
Euro-Pacific (1686) 157.03 +26.0 125.91 125.95 1.65 156.63 125.46 125.86
North America (702) 113.24 +12.1 90.80 11234 3.62 113.09 9038 112.17
Europe Ex. UK (691)._ 101.04 +15.9 81.02 91.87 2.96 10033 8036 91.61

9936
124.65

10521
125.14

124.92
155.09

100.06 105.45
WoridEx.USa.884) 155.45 +25.1 1.72 124.22 125.06
World Ex. UK (2145). - 13931 +23.1 111.86 122.28 2.04 139.09 111.41 122.08
World Ex. So. Af. (2401) 139.17 +21.1 11139 121.05 228 138.87 111.23 120.93
World Ex. Japan (2005) 114.16 +113 9134 106.97 3.75 114.06 91.36 106.94

The World index (2461) J 139.07 +20.9 111.51 120.91 2.29 138.77 111.15 120.80

dollar moot

1988
Ktyh

15231
100.00
139.89
128.91
159.19
139 83
112.34
88.26
111.86
144.25
86.73
190.93
154.17
182.24
111.00
84.05
132.23
135.89
139.07
164.47
14432
86.75
141.51
115.55

116.61
185.81
158.08
116.07
101.29
128.27
15639
139.61
139.52
115.54

139.43

1988
LAW

91.16
83.72
9914
107.06
111 42
106.78
72.77
67.78
84.90
104.60
62.99
133.61
107A3
90,07
93.23
64.42
98 55
97.99
98.26

130.73
96.92
74.13

120.66
99.19

97.01
130.81
12036
99.78
80.27
87.51

120.26
111.77
113.26
100.00

113.37

Ytar
*90

.
(approx)

99.52
92.71
96.56

107.09
112.74

81.52
7499
7734
95.52
76.19

144.26
98.10

224.61
93.00
76.10
97.86
84.31
140.88
121.00
93.86
78.49

124.10
95.69

96.72
139.79
12339
96.30
82.96
85.67
123.00
11130
112.25
97.19

11Z43

Base values: Dec 31. 1986 - 100; Finland; Dec 31. 1987 - 115.037 (US S Index), 90.791 (Pound Sterling) and 94.94 (Local).

Copyright, The Financial Times Limited. Goldman, Sachs & Co., and County NatWest Securities Limited. 1987 „ .

CONSTITUENT CHANG£5:ln«rt:<6/12/88) Oeterrichlsche El Wlrtch (Austria). De»etlons:Peko Oil (Australlal.Assoc.Newspapers and Teteptwne Rentals to«l» u.KJ.

EUROPEAN OPTIONS EXCHANGE

A8NC FL 45 229 030 33 1 19 L40 FL 4130
A Bit P FL 45 50 4 7 430 B — FI. 41.20
AEGON

C

FI. 45 310 0.40 15 250 FI. 8530
AEGON

P

FI BS 241 2 116 3.40 6 S FI. 85 50
AHOLD

P

FI. 85 12 330 — — FI. 83.10
AKZOC FI 150 547 4 56 9 18 9.90 FI. 14820
AKZ0P FLlbO 100 14 104 1730 FL 14820
AMEVC FI 55 108 (L60 — FI. 51,60
AMEVP FI . 55 14 4 — — — m. FI. 51.60
AMHOC FI 80 36 1 39 230 — — FI. 76
AMRO P FI 75 19 3 — — FL 76
BUHRMANN-TC FL 55 38 LM 41 3.20 3 330 Fl. 54
ELSEVIER C Fl.bO 129 130 — — — FI. 58.90
ELSEVIER P FI 60 18 230 7 3.40 — Fl. 58.90
G15T-BR0C.C FL40 186 L90 621 3.80 1 430 Fl. 40
G1ST-BROC. P FI. 40 14 2.M 110 2.70 9 4.20 Fl 40
KEiNEXENC n.150 243 L20 A 19 340 — Fl. 13830
KE1NEKEN P FILJO 35 1.10 — — — Fl. 13830
HOOGOVENSC FL 75 375 230 342 5.70 4 630 Fl. 7130
H00G0VEXSP FI, 65 243 1 1 no 250 50 430 FL 7130
KLMC FI.40 599 230 372 3.80 29 5 Fl. 41.20
KLMP FL40 71 1 278 L90 31 230 Fl. 41.20

KNPC FI. 4250 285 220 30 320 FL 43.60
KNPP R.3230 48 0.10 — — — Fl. 43.60
NEDLLOYD C FI. 240 62 8.60 1 L730 5 2030 B Fl. 239.80
NEDLLOYD P FI. 220 138 130 2 6.10 — — Fl. 23930
NAT.NED. C FI. 70 63 030 57 L40 — — FI. 6160
NAT. NED. P FL6S 114 230 61 3.20 — — Fl. 63.M
PHILIPS C FI. 35 33 020 123 030 — — n. 31
PHILIPS P FL30 12 030 127 2 22 230 FL 31
ROYAL DUTCH C FI. 230 140 2.40 548 3.10 32 930 FI. 22430
ROYAL DUTCH P FI. 210 350 030 3 230 — Fl. 22430
UNILEVER C FI. 120 163 L10 355 390 4 530 Fl. 11330
DNILEVERP Ft 120 73 730 575 370 — — FL 11330
VANOMMERENC 0.2730 - - 14 530 F1.3LB0

TOTAL VOLUME IN CONTRACTS : 29.408

A-Ask 8-BJd C-CM1 P-Pnt

BASE LENDING RATES

ABN Bank

Mui&CmBnr
AAB-AlT«dAabBk_
Allied Irish Bask

• HaqAitiadw
A«Z BantingGrew—
Associates Cap C«p
AnthcrfySaak

BankofBanxh____
Ban BilbaoVasya-.
BaakH^joaUm -
BaskLanlflllO

Baik Craft&Coon_
BartofQjnt

Badcof Iretasd

Bask ofMb
BaBkofSeottaid

Baaj*Brig* Ltd

BadJpBak . .

BKfcnari(8ariPU_
BeriterBank AC
BritBkof MidEast

t Bran9^9
BaSneBMtgeTsi->_-

aBarirMeM
Cental Capital _

• CbaterinseBask

OtteakNA

%
13

13

13

13

13

13

12
13

a
13

13

13

%
CtylfedadsBaak— 13

OyOesdafe Bank 13

CmaBLliast 13

CcHtefatoBa* 13
Conte& Co 13

CnnsPopriarBk 13
DabffBa&PLC 13
tteeanLavIe 13
Equatorial SaskpiC— 13

Eater TrustUd 13*2

FmncU&6BLBan. 13

FteftatioulBaokPIt 14
13 • Robert Flenitiw4 C#._ 13

13 Rofaat Fraser&fias._ I3h
13 Glnlmk 13
13 •GdnsskUu 13
13 HFCBankpk 13

13 • Santas Bank 13
13 flBUb&GesIsrBiL 13

13 • HNISante 513

lBad 13

slid.. 413.95

.L 13
fetBLoffanit 13

%
SaWstateter 13

HortheraBaakUd 13

NonricfcfiBiTnA— 13

PBVATbaBkeaUnRtd. 13
PiMadalBankPLG-^ 14

kRaptsd&Sons 12

RotapbeCostee-^. 13%
Boyaf BeefScotland 13

RoyalTnsl Bate 13
• SnmWUaaSas.. 13

SaodardOortend— 13

T58 12
United Bkof Kodak— 13

(WtedUinbiBaik— 13

(Uty Trast Bate Pie 13

Western Tret 13
Westpac Bate Corp.— 13

MKeanyfekSa 13^
YotateeBate 13

• Members of British Merteast
Banking & Secorities Hmus
Associate 8 Duedt bov 522%
Satase 847%. JopTxrWfiOO +
iKUns1L72% 4 Uortpage base

rah. $ Demand deposit 8%.
12375% • 12.75%

V I L L E
SPONSORED SECURITIES

CatetaibatiOB Change Greet Yield
BOTi Corapiqr Price mate dtv go % »*/E

9538 As. Brit. fed. Ort.. 283 +7 103 3.6 73
- As.Brn.liM.CULS — 253 +7 10D 33

900 Arwttage oad Rhode 36 -1
2732 B88 Design Brora CUSH) 33 0 £1 63 53

116595 BardenGrew— 170xd -3 2.7 1.6 293
19396 Bantoa Grasp Cam. Pref. 115 0 6.7 6.7

6411 BnyTediBoktaf 106 +1 52 4.9 83
BraiiUll Com Pref 110 0 ZLO 103

1063 CCLfiraapOratnarr 285id -1 123 43 43
2113 caGna«ll%CanPnf 169 0 IA.7 8,7

26740 Orbg PicSE) Kite -7 63 43 123
784 Cata73%FRf(SB 112 0 103 93.
6514 George Btotr 353 0 12-0 3.4 73
9400 hisCrete— 118 0 - . 153
10531 Jactan GramSB 100vt -10 33 33 1L0
20274 MutUfaxoeH.V.CABBiSQ 260 -3 . .

1102 Rnhat Jenkins , 108 -2 73 6.9 43
18360 SsnittenS— — 408x4 0 ao 2D 373
8593 Tortaj6 Carihle 278 0 7.7 23 133

TonlajA Carible Con* Pr* 100 0 10,7 10.7

3829 TrMan HoMtagsOISM] 89X4 -7 2.7 33 93
- UMstm Etirae cow Pref 108 0 83 73 -

5841 Veterinary Ores Co. Ltd 354 +1 223 62 93
6137 W. 5. Yeses SB +5 163 43 64.4

Soritls desipnted SE) and teSID an dealt fa stefca to the rets and regulatloiB olTbe

Stuck Exdoogc. Otiw secarttla thud abow are dealt In stefect to the rates of TSA

These ScnriUts are dealt la strictlya a matched bragals bask. Neither Granrille & Co aor

SranrtWr Saris Umlted are soartet nahen to these seartlks.

Gfoovdie *Co- l.toamt

SLmalLifia. Londos ECMLtBP
Tctcpboar 01*31 1212

Member ofTSA

GnariBe Daria Lirahed

I Lew Ltae. Leadea EC3R OT
TetepbooeC 1-621 1212

McntocroftbcStocfc EadwatATSA

LONDON RECENT ISSUES
EQUITIES

Price

CO

82
1200
1135
12
fa-44

170
*154
«4
65
155

•110
UOO

n
166

F P.

F.P.
F.P.

F.P
F>.

ft
F.P.

F.P.

F.P.

F.P.

F.P.

F.P.

FJ.
F.P.

FP.
F.P.

F.P.

bast

1602

m
vi

mi

m |
tat

71
210
146
63
41
80
158

VS
*6
157
l*o
133
lOL
66

M

21
55
43

185
141
»

MAbdUo WMril
iBTRWmao

a
72

149
M
55
142
85

110
94
63
93
63

Stack

WMffiPred5.Jp.

BeucoinlOe.
»Bkft»fyUotOf2to-....
Basrenap —

—

Srttft6Snei90»

ICaplul Lenian fa Up ....

fOuonti Expnst 10p
Oanunetei
KW Fact So -
•EdktetaHteraUalp..
Fato*Cnxv5p
’Hacancrntp.,
HMreRadio5p
Ne«2ca)Mdta* T*. ..

—

RaianplereftflwtTit ....

SMACGreao..— -
KefttinaSa.

Price

1
190
145

T
149
90
63
142
137
128
94
64
93
63

M
DO.

60.45

62.6
*73
«.!
M3

M13*fa
RZ1

R4 75
63-0

Rsi

13.8
Ffa.O

05
*2.1

*26

tore IWf
it

178

M
74
U.u
IK
NB
94

M
lit

1L4
*2

FIXED INTEREST STOCKS
tone taW Lour 1988

Stock

Ctatev

Me ta
£ ra Dare Hite Uw C

loop
IOQd
lOOlp

F.P.

F.P.

F.P. "S
tMECNa*6*p(Hei)C»DiRdPf S0p_.
WtaiooSK, 9*ocOa.M PI. 2008.

_

JtockMOi Hodge Ha. PI. £1-.-, .95p

T”
-*

100a
MOOpw
1KX*

*ISS

F.P,

F.P.

F.P.

F.P.

F.P.

F.P.

F.P.

F.P.

F.P.

102ps
1150

S8

UOp
«>JP

90p

8
9?

toUe&Wbtta7Bcfi«U4lAa»6
pucblOOn 9jftocCmRdPf£I
toefunTsL9*gclMCaittPfZai3
Jodi Onne. 7 fetltcu OnM PfSp—^
ItocaUtoaeCr* 7 25otoPf20p 1

11%
10«P

MfhM^«OWMfPr'l(VUa....
tBdM»Gn7*peOiCnMMPf
HnnMBiH14pteOlR)0iMPIUp 1

RIGHTS OFFERS

ii Anaaat

PM
LOUS 1988

suck

Ctadag

Pria
+or

p » One HJflk Law P

10
55
90
185
165
100
215
5

HUmm
Ml
Nn
Ml
mi
MU

2pm

£
222

ifam
U02
Ml

jg

Encore* MittjnrSn —
HktoailDWHUata iS

ratal
21pm

10*pm

>«>{»« LetatlOp —

—

1
Mil in 6*pm

Fcwcat. or estoutet metbetl dirtdeed rate awta*Ptefpnj—npnjp
dhldenienerariM hand m tomtjaaol rarataM Dhtered based eafttgectwy iMpjrihctal
cstfanatsfor lmNOMdewSaed itrid 6Medoamraxemer otterriMri emarata WM. Q&wJfaKMt
amuthedcWdad.eaterurinfe ratiohandon preipetta or«*>POgfatoleaiB]^5.WPni Ftaafta<L9Wta
hr tender^. Offered to holdw of aratay stag at a iraredaceta|Widon ptgMt MriraBjcMaiL*

haad Hiconneeilm trtth reornaal«loa meraer orukenerJMIoniealpriceyUattad noriteutafOfBcW
Leadoo UsttaftO todariog uvrants ertklcaNaL* ThW IfarteL

BRITAIN’S BROADCASTING
REVOLUTION

The Financial Times proposes to publish this survey on:

16th December 1988

For a full editorial synopsis and advertisement details, please

contact:

Sarah Pakenfaam-Walsh
on 01-248 8000 ext 4611

or write to her at: ..

Bracken House
10 Cannon Street

London
EC4P4BY

,
FINANCIALTIMES!

I
iiriQHt autiNiH Miwittreea | . .

GOLD FIELDS COAL
LIMITED
(Formerly The Clydesdale (Transvaal) Collieries Limited)
Oncotporated In the Republic of South Africa!
(Refltstration No. 01/01124706)

no. fSlrtSO^S^^Smteato^SBendad—a te SotBh Aftten
re8Wered

' ^a«»tanyteit»do«»a

Wanantewa be posted lo sfuueholdars on or about 7 Frihnmy 1989.

Phymant of OMdonoa— obizdnaUa at be ahntransfer otfloss and Uis London Olflee of the Company,

W^canctifrancybyimimbwaonlhaUnHad

Tta^feter ol members or tha company vrffltM doted from 24 to 30 December 1SMJ6

By ndorof tea Board,
Pflf proCONSOUDATa3 GOLD FfiDS Plft

London Oflfa»- London Socrowta
31 CnariKiistnwL ^GAiAQ9dhaS««tay
St James's Squaie, United Klnodom Roptotran

London, SW1Y4AG. HWSwuralRooWrwLfcnltwL

MEMBER OrrHeQOLDFtELPS GROUP

Tokyo Capital Market Specie
J*^. Law

,

Jou^
!^, futures in its ktest 2m^ ***** gwtm toworld s Urgest, outstripping New York and London.

tah^H-r A Breded Ed - -

“7^-taTteU
1,1

S

'"n7 **• **•*
1

I
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TIMES MONDAY DECEMBER 12 1988

T
w» tffl

Lwr Ptttob^ 9

8TO *30 BfC

rw

TTW'I Itj

ast

fts

prr

E5

trti

££

iESE

144
252
285
286 Am
150
151
142
154
140
92
260
120
151
145
13b
07
120
227
215
242 Mb
92 Smi
172 rmie
273 Volvo

airrtiV

>*1

-ILL

AUSTRALIA (cwUmicd)

2030 1,150 Hit**

rv?

m

++*

ft+i

*rrrl

w*

m 713 370 UBE bob
614 345 Unltlka

2.620 1.750 Vkur

1,290 L020 WaeoaJ

1,510 848 Yaontu Motor -
7.150 1.200 YamafcW Stt _
4.530 3,580 VonuDoadil
2.150 1,330 Yamaukv HVosU
1,610 960 Yamato Kogyo—
1,660 1,230 Yamaw Tram....

1,760 1.220 Yamaakl Baking

.

1.390 848 VaMtaFIrf
840 545 Yawluma Elect.

1,700 1,180 YMvgna Hotaak

1.690 1,200 Yokohama Boefe

.

1,040 546 YotsMma Bibber.
2.340 1,650 Yomiori Land ...

1,430 1.070 VoBhftmnl Pkm .

936 405 Ynasa Batten ._

fcfe

SSr

8ax

6.7 3.4
63 3-5
4.9 63
43S
0325 0.1
17 4
132 LI
53 X2
245 L95
238- 139
8.76 632
132 0 58
96 6
233 035
L9 LQl
a3 1-5
4.13 233
43 2.7
11.4 7.44
1.05 OJS
3.4 22
33 23
93 4.48
5.02 3.«5
2.B LAS
L4 0.72
LOSt 06
036 034
5.74 33
10 5
4.9 23S
53 4
036 033
0.46 012
333 2-16
X22 2.2
X9 3.18
3 23
L3fl 0.67

L9
33 2.4

1.98 1J2
732 4.05
L98 13
23 1.7S
7.6 4X6
4.7 2.75
133 9,35

CANADA
SaiM 8MKK Won Low CtawCtmg

TORONTO
4pm prices December 7

Ouotanons hi cents unless marftad X
85783 AMCA IM 400 385 480

29«7AMIb.Pr IIS's 19>t 19% + %
WOO Agmoo E $12% 12 12 - %
10487 AJbtta Efl SIS’. 154 16%- %

16852 1 Alcan S3* 37% 37% - %
3100 Algo Cant SM% 20% 20%- %

23SOQO A Burildi £20b 20% »%- %
000 Aim

I I 87% 7% 7%
85007 BCE Me SX{ 38% 38%
28194 BCE D 310 306 310
aai BC Sugar* 630% 30% 30%

6*070 BUR A »% 3% •%- %
16105 BP Canada 516% 16 1B%- %
155509 Bk Mom) $27% 27% 27%+ %
251822 Bk NSem 515 14% 74%+%

1700 Bason 314% 14% 14%+ %
asm Bdmoral HO US' 157

200 BOfflMr A $12% >3% 12%
STOOD Bomber B 512% 12% 12%- %
31888 Bow Van SW 12% 13 + %

600 Bramalea 525% 25% &%
33358 Briscan A 325% 25% 29%
14800 Brmmtor 415 405 415- 10
107BB BC Phono 820% 28 28 - %
12892 Bruflcor 517% 18% 17 + %
640 Snituwfc 310% 10% 10%

13100 CAE 58% 8% 9 + %
7200 CCL B I $10% W% 10%

8em Stack Mflft Low Ctaaa CM
318485 Corona A t SB% 7% 7%
ASnCotan 510% 10% W%
800 Crown 5(2% 12 12% + %

11228 Crown* A I 55% 5% 5%
8347 Damson a 455 458 «
8849 DouflOfl B I 445 449 443

esraoDaiiM sii% n% 11% - %
12800 Dttkfnn A t 55% 5 S%+ %
25242 Dofasca 326 % 26% 25% + %
1822 D Textile 514% 14% 14% - %

SlSte Oomter Sl4% 14% M%+ %
200 Donahue 513 13 13 - %

37600 Dumagm 0 512% 12 l2%+ %
1135 Du Pom A 324% 24% 24% + %

12400 Dries A 58% 9% »%- %
200 E-L Fin 552 ® 02

60750 Echo Boy JlB 17% 17%- %
88220 Emco $131 13% «% + %
4338 EmpireA I 513% 13 13%- %
4700 EnSaM 55% £% 6%

2022S EquffySv A 450 440 440- 10
122$ FCA InU (3 0% 8% + %
7116FP1LM 89% S% 0%+ %

88528 HcnDrdg 523% 23% 23%+ %
12801 Fafl Ind A 515% 16% 15%+ %

117900 Fad Plon 311% li% 11%
23000 Fin Traco 81 72 72- 10

E00 Frame L *21% 21% 27% — %

_ Low Ctoso Chao
65731 Latov* P S22% 20% 21 +1%
2100 Laidhw A W% 18% lfl%+ %

165814 LaWw B

I

517% 17% 17%+ %
3800 Law Bh 512 12 12
400 uuir Or B 57 7_ 7

1400 LawanM A *12 til 12 + %
1228 Loblln* C* $10% 10% 10%+ %
2400 Lflfivoat 517% 17% 17%
1607 Lumofllc* «80 <» 460+ 10

900UDSA 523 22% 22% - %
500 UBS B 520% 20% 20%+ %

43780 Mac Kanda 470 465 *70+ 8
32400 Melon H X $13% 13% «%- %
1000 Uctn HV I 511% 11% 1I%- %

32256 Mwnllan 518% M% 18% - %
45260 Magna A I 511% 11% 11%
7460 Marita* I 515% 19% «*%+ %

tflah tow Ctaaa Ctmg
172% 71% 72

n H X *13% 73<a *1

HYt 511% 11% 11%- %
nllan 518% ifl% 18% - %
in A I 111% 11% 11%

TOOMc Infer* 563% 63% B3% +1%
26000 Motions 510% »% M%- %
16300 u«uau 510% m% to%
3014 Minnow *20% art Z0%
3300 MOM cor* 2SO 285 SB8- 6
6817 Mohmn A I 526% 28% 28%
TOO Mofattn B SZ7% 27% 27%

8950 M TriKCO 518% 16% 16%
86145 Moora *28% 29% 29%- %
16600 MuKOChO 450 405 405- S
<3987 MW Bt Cl 111% 11% 11%
30750 N Busman IIS 116 119+ 4

S62 N1 VG Troo £9% 22% 22% - %
1870 NawTM Ent 1W% 18% 18% + %

2600 FCHv Rn S2»% 20% 20%- % I 30750
4000 FMnraBlA f £7% 7% 7%+ % • I 862

13100 CAE 59% 8% 9 + %
7200 CCL B I $10% 10%
1400 CFCF $20% 20% 20%-%

11500 CamOwr SU% 13% 13% ~ %
3353 CambrMg $20% 28% 2S%+ %
8488 Camp Han 90 00 00- 1

51050 Camp Sou* 819 TO W
8362 Campoos I $18% 16% 18%
1200 C Not WeM $8% 3 3% + %

48800 CPacbrs 514% 14% 14%+ %
2300 CS Pew f *8% 8 8

20*UO C E>pra I 88 84 84
1130 CG m*Mt £30% 39 38 - %

346802 a Bk Com £25% 24% 25% + %
700 C MarcmH $17% 17% 17%

EOBOO C Ocdontal $15% 15 15%+ %
1500 CP Forum 540% «Q% «0%+ %

424508 CP Ltd 520% 10% 20
335 C Ran SB 8 B

22548 C7Tn> A f 518% 16% W% + %
45M cum A I 519% 19% 19% - %
200 CUU> B *19% 10% 10% + %

1B8S0 Commas o SS «S8 435 -5
142 CanamA I 56% 6% 6%+ %

3850 Cantor S28 25% 28
<900 Cara 515 IS 15
5150 Corena 532% 32% 32%
2700 CAncadas S% 5% 6% + %
935 CManeH) S2B% 28% 28% + %
6368 Can CaptaU $11% 11% 11% - %

1182SE CanCo* A 88% 8% 8%+ %
177200 CanIFd A 58 5 % 6% - %

362 C Qu* TfC $20% 20% 20%
6300 CJiarefl 220 215 215

47625 Cinaples 512% 12% 12%
300 Co SWI I 516% 16% >6%

179046 Conlnca £23% 22% 22% - %
12G0M Compuitov 86% 5 S% + %
58530 Connaught $29% 28% 29 + %

968 Con Bam A 514% 14% 14%
24740 Con TVX 55% 5% 5% + %

775 Cnsucn Qaa $24% 24% 24%+ %
850 Cnaun Pkg 520% 20% 20%

21075 ConwstB 510 ID ID
1000 Corby A 519% 18% U%

560 Ford Coda SU2 132 132 -I
2330 Fortta 520 19% 20
2080 FourSeasn I *21% 21% 21%+ %
6100 Franco o *7% 7 7 - %KBOGWum *23% 23% 28%

1BS00 OoIaeM 56% 5% 5%- %
5448 Gandalt 56% 6% 6%- %
800 Genota A 517% 17% 17%+ %
HO <3E Can 517 17 17
000 TrMca * *21% 21% 21%
403 Oara Yk 512% 12% 12%

0200 Glam la 260 270 2fr
’

21789 Goldcorp l 56% 8 6% + %
1850 GW KidoM 59% fl% 9% - %
500 Grafton A I 58% B% 8%+ %

11*00 Orongaa 340 33S 340
200 GL Group 517 17 17
2400 G1W Lifac* 511% 11% 11%- %
500 Greyhnd 823% 23% 23%+ %

17322 GuIRae 513% 13% 13%+ %
400 Holey 88% 8% e%+ %
1200 Harris A $8% 8% 8%
100 Hawkar 521 21 21 + %
908 Hayao D 812% 12% 12%

65325 Haas Ml $24% 24% 34% - %
64650 Hamlo Sit% lt% ll%-%

TOO Houbigr 113%. 13% 13%- %
17700 Horsham I $8\ 6% 6%

312 H BaytAi a $8% 8% 8% - %
2307 H Bay Co 821% 21% 2T%- %

34205 hrusco L 828 % 27% 27%
*1474 Imp CHI A 548% 48 48%+%
307080 Inca 839% 38% 39%+ %

814% 14% 14%

31250 Noma A *17 18% 18% - %
4650 NoraiKSa F 813% 13% 13%

10S283 Noranda 822% 22 22%+ %
127S Norton 817% 17% 17%
2030 Moron A I 516% 15% 15%+%
125 NC Oils 817% 17% 17%

228231 Nor Tat 519% 19% 19%- %
3050 Nonbgnl 88% 6% 8%

161450 Nova I $11 iq% 11

307080 Inco 839 % 38% 39%+ %
8500 Indol 814% 14% 14%
7090 Inland Gaa 512% 12% 12%+ %
2900 Innopac 511% 11% 11%+ %

12278 hirer City 521% 21% 21% - %
1093 Innrhome $42% 42 42%

131440 UH Thom 815% 15% 15%- %
900 hi* Grp *«% 14% 14%
200 tasec 819 18 18 + %
HtaOlvbCOAl 511% 11% 11%- %

16175 Jaanoch 518% 18% 18%
513 Kelly DA $36% 36 38
1455 Karr Add 521 21 21

18068 Laban 522% 22% 22%-%
S2210 Lac Units 512% 12% 12%-%

1000 Novarco *11 11 11 - %
19900 Npwacaw 812% 12% 12% + %
798l«OcaMBI 88% 8% 8% + %

824 Omega Hyd 28S 281 281+ 1
42800 Ones I *13% 13% 13% + %
1785 One* PM 310% 10% <0%
5800 Osliowa A I *22% 21% 22%+ %

25586 PWA Carp 814% 14% 14%-t- %
38400 Pgurln A I 80% 8% S%+%
8274 PanCan P 524% 24% 24%
12450 Panama 815% 19% 15%
4386 PtonMr M 326 320 320 - 6

157157 Placer Dm 518% 16 16%- %
moo Poca Pm $7% 7% 7%_+ %
28125 POwr Cor I Sl2% 12% 12% + %
17940 Powr Fin 514% 13% M% + %
1500 Provtgo *10% 10% 10%
700 Quabcor A 820% 20% 20%+ %

38400 Ranger S6% 3% 5%- %
2200 Hayrack I 56% 6% 8% + %
7387 RMpattl 512% 12% 12% - %

20B538 Renmanca $11% 11% H%+ %
3Q60 Rnpop I 510% 10% 10% - %
4832 Hio Algom 821% 21% 21% - %
8028 Roger* B I 868% GB 68%+%
100 Roman 510 10 »
HDD Rodiman SH 54 54 +2

344924 Royal Bi* 537% 36% 37%+ %
43040 RyTrcc A 318 15% IB + %
4500 SM. Syat *10% 10% 10% + %
800SNC A I 450 446 490+ 5
2880 SH CamA t 313% 13 13%+%

17200 Samuel MT 517% 17% 17%+ %
3032 Sanaa 58% a% a%

88530 Sceptre 330 320 330+ 5

5028 Scot Paper SH 17% 17% + %
3324 3Com I 514 13% 14

03160 Seagram 572 % 71% 72

3804 Saw* Con 513% (3% 13%
10200 SbawC B I *9% 9% 9%+ %
3894 Shall Can $39% 30% 39%+ %
10556 snemn 89% 9% 8% + %
3400 Sonora 245 243 245

42066 SoLittuun 828% 28% 28%+ %
05003 Spar Aero I 510% 16% H%+ %
1069J6 Srebibg A I 534% 34% 34%
fllflfflSwIcoA 521% 21% 21% t %
9500 ICC Bev 88 7% 7%

66112 Tack BI $18% 18% 16% - %
400 Tembee A SB 0 8 + %
7V7B Terra Un 45 42 43+ I

188436 Tnaco Con 542% 40% 42%+ 1%
47550 Thom N A 527% 26% 27%+ %
107883 Tor Dm Bt 536% 35% 36 + %
fiSBOTarSun 523 22% 22%
inoo Tamar Bt $30 29% 30 + %
20BO Total PM 823% 23% 23% * %

241485 TmMH U $14 13% 13%+ %
61834 TiCen PL $14% 14 14%+ %
21860 Triton A 5H% 17% «%+ %
1473 Trhnoc 365 365 355- 5

900 Trfaac A f 531% 31% 31%- %
UMTrtzecB 533% 33% 33%+ %
7200 Unicorp A 58 8 B
1800 URlgicaB I 385 385 385

1800 Un CarhW $24 24 24 - %
7092 U Entprlae $10 10 10
17200 Verity C 335 330 830- 5

700 Viceroy R SS% 5% S%
88150 WKJBT 313% 13 13%+ %
30000 Wejax A $13 13 IS
3BB25 wromr A 1 38% 7% 8%+ %
TGOO WeMwood $13 » 13 - %
860 Wst Fraser $18% H H - %

23063 Wcnom E *15% 15% 15%
500 Weaanui 89 9 9
850 Weston S3S% 35 35%
1347 Wcotfwtf A 480 460 450+ 20

1300 Karat Can 517% 17% 17%+ %
f— No voting rights or restricted nmng

rights.

MONTREAL
4pm prices December 7

36875 BombrdrB 512%
4850 CS Pak 820%
16589 Cascades £05%
25889 ConBath 814%
2979 DomTttA $14%
SOQMnlTm S1SV

3009? NfltBk Cda 511%
9155 Mxiereo 811%

23800 Pw Cor* *12%
rm Provlflo 810%

148599 Royal Bank 837%
300S)«ilittigA 534%

4000 ifldeomm 513%
Total Salas S.887PS2 diau

12% 12%+ %
20% 30%
06 05% + %
l*% 14% - %
14% 14% - %

36% 37%+ %
34% 34%+ %
13% 13% + %

sarmri

a
I

214L71 2153.63 2149J6

8934 89.41 8930

943.00 947.98 946.47

U34.98 1B5B7 165.10

Ok. OK. Dk. 0k.

147L0 1475.7 1471.4 14693 16571) (9ft» U70.7 110/2)

675J
(

6763 673.4 6673 847A (9/8) 5324 UO/Z)

218.9 I U 219.401 219.70 225.48(4/11) 163 98 01/2)
tzznzsmpm

lSJiZ3S3BSESESEE^^ 5404.90(9/12) 360835(4/11

2532 2533 I 2534 2530

15539 15537 15614 155.7B

297.61 29738 297.77 29736

37520 375.22 37636 37730

isnsnEJBzm

wmmam
Dec 2 Nov 25 No* 13

3.79 3.82 3.83

TWUNNG ACTIVITY

umivK
Dk9 DkS Dec 7

NMYorfc 13X770 124150 148360
A*KX 8.798 9312 10.239
0TC 113557 109366 122481

25917 259.76 26035 26137 261.07(6/121 180 68(4/1)

74X2 743.7 74X5 (d 7721 C8/8) l 5303 05/1)

3942 39X9 (u) 389.7 3*72 (9/11) 2SL3 (29/U
1524 1521 1 15L9I 1503 153.4(4/11) 09.7Q9/1)

53827 I 53724 538.10 534.47 54221 (27/101 3% 40 (29/1)

161L9 16132 160X2 164L6 (27/10) 1207 9(29/1)

129633 129937 1287.94 1314 98(28/10) 93118 (28/1)

267L36 268020 267639 277253 02/7) 222336(8/2)

SOUTH AFRICA
JSE Gold (28/9/78) 13663* 13820
iSEIndstUUI (28/9/78)— 1904.0* 19043

57533 (d 575.79 57533 593.43 (9/1U 42X91 (9/2)

3005032 (7/121 21217.04(4
231420(7/12) 1690.44(4/

278.9 2756 2858Q6A0) 205.7(4/11
246.7 243J 2526 01/10) 157.9 01/1)

43247
|
42637

|
42530

|
4Z718

|
43247(9/12 I 327.78 C2B/U

100226 100234 1 998.99 I 996.14 I 117737(8/8) 833.60(4/1)

1388.0 14510(7/7) 1154.0(4/5)

USLOt 19043(8/12) 13873(12/2)

277.00 (d
[

Z76.64 (d 30L63U5/U 225.50(4/1)

5893 5865

3324J 333L2 I J3M.9 (9/12 21483(4/11

583J 5893 19/12) 466.6 03/1)

(Id 491.7 I 4933 4933 4933 16/12) I 40L0 (21/1)

BtttnloBOlall Indtoare 100 esapiNYS All Commoe- 50 5undird«tt1%or'i- 1ft Hud Toronto Owpodte
ml Metals - 1000. Taranto Indices luted 1975 and Montreal Portfolio 4/1/83. r Exctofloj bonds,

t WunrtaL pirn UUIKks. Flnawial and Transpanattoa. <d Closed, (a) UnmHabto

“’Saturday Dec. 10: Japan Nlkktt (c) and TSE (d
f Subject to official recalculation.

Base rains of a/I Indices art 100 except Brussels SE and DAX - 1,000 JSE Gold - 255.7 JSE
Industrials - 2643 and Australia. All Ordinary and Mining - 500; (c> Closed, till Unavailable.
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TOKYO - Most Active Stocks
Friday 9 December 1986 Trave 1 1 in i? onB usiiiess-?

Japan Line ___
Marabeni
Sumttomo Hoovy
Mitsui Mlrring 3
Smalting
Mitsubishi Elec-
tric

Stocks Cl06>nfl CHSA0*
Traded Prices on day
503m 688 +24
37.3m 83S +8
383m 873 +16

Stocks Closing Chang*
Traded Prices on day

Nippon Steel 278m 829 +t2
Tow Manka 2B3IO 670 +7
Kota Sued 263m 768 +17
MfeUbOM Hoovy
Ind 25.710 1340 +26
YafflABMt* Slrtn-

nlhon Suam&Mp 205 507 +11
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4pm prices December 8 NEW YORK STOCK EXCHANGE COMPOSITE PRICES

Mgb low Stock CtattLE ISMWgb In mmSUM 300PM NySTQCK3«hMt 1q
^ ^

___ ,
- A- A-A -

2J3 14% AAR M 1j IT 14B U 221 231*+ %
J«ft

AACMn un 11. m 9 a% a?+ 2
J2J»

«%Mj»tti1J0a tz X330 1Q%dTO% T01+ V
10J»

10 ACM II njQte 0 *537 10 d Vh SV
12% lOjACMScnlX 12.m% 85, ACMSp nuna IV
8% 2%AMCA .121 30
0% 33, am mg

231* IB 1* AM IfU pf 2 84
00 20% AMR
8*2 5% ARX

545; SSVASA 38 77
301* HVAVX ,12g J
631s 42%AMX1JD 23
21V 15% AttttfN g 1

7% tame 40
6% AcmeE J»

23% 13% Acton
17 14% AdaEx 1428 _
10% 7% AMO 13 6643 7% 7>i

43% art AMO pi 3 10. « 29\ 29’

8% 4% Adobe 57 6% 61
18% 18% Adob pi 184 11. 9 17% 17V
21% 19% Adob pf 240 1Z 2 20% SS
8% 5% Advert .12 1721 1« 7 M
52% 39% AatnU 2.7B 34 8 1621 48 471-

34% 20%AflIR>8 72 7 481 32% 311
18% 13 Almana 48 34 8 553 16 151

4% 1% AflMn 2 3% M
53% 31 AftPrd 170 34 10 850 40% 40

987 10% 10% 10%
KB n 8% 8%

in at*
49 21% 21 21%

93845 94 82% 53%+ %
10 70 8% 5% 55+

J*38 77 210 39 38% 38%- %
.128 711 88 18% 10% 15%+ %
170 33156420 47? <7% 47%+ %
I

1 57 18% W 18 - %
AO 87 74 7% 7%

720 MS 7 H Sf S4
a 89 25% 24% 24%— %

12. 130 14% 14% M%
13 0843 7% 7% 7%- %

*&-*

20%+ %

sH
19% 11% AlrOFrt 40
16% 8% AlTOBB
20 14% Akron* £40
9% 8% AtaPdptaT

89% 80 AJ*Pp»B.tt

7 491 32% 31% 32%+ %
84 9 958 18 15% U%- %

2 3% 3% 3%- %
34 10 890 40% « 40%+ %
37 19 315 19% 18% tt%- %

IS 30 19% 15 15 - %
to a a* un* w% is%
94 M 9% 9% 9%
94 1200 83 83 83 +1
ia zzuj te 82 a - %
UJW 321 20% 19% 19% - %
1.7 11 92 15% 13 15%+ %
4 18 30 36 35% 35%+ %

1.1 13 7 28% 28% 2B%+ %
14 17 488 38% 37% 37%

-

_ so AKPpiB.ie 94 am 83 ta a +1
87 78% Alap pf 828 10 *20082 02 82 - %
22% 12% AtehAfr JO 14 W 321 20% 19% 10% - %
19% 9% AUmytn 75 1.7 11 92 15% IS 15%+ %
38% 18% Alberto 30 4 18 90 36 35% 35% + %
28% 13 AUO4A40 1.113 7 28% 2S% 26%+ %
38% 23% APltan 48 14 17 488 38% 37% 37%- %

‘ 23% Alcoa • 1.20 34 81579 31% 31 31 - %
IBS AlcoStd 76 24 11 1782 28% a% 28%
18% AlexAix 1 47 18 380 34% 23% 23%
30 AlanS 88 63 H2% S3 + %
67 AllagCp 10 2 71 70% 71 + %
1% vtAIgral 244 1% 1% 1%+ %
2 vJAIgl pr '43 3% 3% 3% + %
7%viAltfP<C 81 10% 10% 10%
18%A(gLod IB 37 7 8 30% 30% 30%- %
35% AUgPw 348 87102583737% 37 37%+ %
5% AlienQ 51 13% 13% 13%- %
9% Allan priJS 11. 2 18% 15% 16%
9% MnCap n178 U. 180 10% 10% 10%-%

87 AllagCp
1% vlAio&n

2 vJAlglpr

7%vjAltfpC
10% AlgLoB IB
3S%ADgPw3X
5% Aliena
9% Allan pflJS
9% AlnCap mJ8
12% AlldPd

10% 9 AMMu J8a
10% 9% AMMO nJ2s
W% 10 ABMO n.OBa

37% 26% ALLTEL 1.72

S AlnCap KITS 13. 189 10% 10% 10%-%
AlldPd 15 14% M% 14%

05 AktSpnl 140 57 121057 »% 33% 33%+ J

67% 30% Alcoa 140 27 8 1018 58 _ ,
19% 11% AmmG .09 421 TO6 17% 18% 18%-%

16% Amax 40 1411 1851 22% a 22% ,
37% Amax pi 3 77 1 39 39 30 + %
7% Amcaal 48 34 9 26 12% 12% 12% _

57 121057 S3% 33% 33%+ %
74 203 10% 10% 10%+ %
32 All 10 9% 10
4 83 10% 10% 10%
4410 BS 38% 35% 38% - %

54

43% 37% Amax pi 3
15% 7% Aeneas! 48
33% 22% AmHas 40
23% 14% ABarefc .Wo

40% Am8md 244 47 10 899 67 58% 56%+ %
27% ABrd pC-75 94 1 27% 27% ZT%- %30% 27% ABrd K2.75

121 85% ABrd p(247
2Bh 16 ABIdM 42
26% 15% AHuePr 78
22% 18% ACapBd 220

94 1 27% 27% 27% — %
27 1 115 115 115 -1%
34 15 B 26% 25% 25%
3412 2 24% 24% 24%
11. 132 20% 19% 20%- %

26% SB ACapO 5.13a 23. 40 22% 21% 21% ,
10% 9% ACapIn nl.10 12. W1 8% 9% 8%+ %
M 7% ACI4H 1 11. 9 38 9% 9 9 - %
1% MSAContC 199 3-16 944 932 + 1-84

66 35 ACyan 140 £5 141494 47% 46% 47%+ %
20% 25 AHPw272a 54 10 3193 27% 37% 27%
30% 21 Am&p 74 37 18 3290 26 27% 27%+%
17 11% AFamly 78 22 10 2S8 13% 13 13-%
38% 27% AOnCp 140 47 92144 30% 30% 30%- %

6 6 - %

AmExp 74 37 16 3290 » 27%
AFamly 78 22 10 2S8 13% 13

AOnCp 140 47 92144 30% 30%
Add wi 167 8% 6
AmGvl o84a 11. H3 8% 8
AGIP n 74a 24 73 9% 0%
AHRPr 212 11.12 65 18% 18%

38% 27% AOnCp 140
12% 4% Add wi

8% 7% AmGvl aStt
10% 9% AGIP II 74a
19% 14% AHRPr 2.12

8
o%+ X
18%

23% AHortt V« 47 12 8 25% 25% 25% - %
13% 6 AHotat 112 12

84% 68% AHoma 370 44131181 82%
96% 82 Amrtoi 540 5710 2301 95%
68% 49 AintGr 40 7 9 1840 67%
18% 11% AM .72 47 13 1779 15%
35% 22% APrmd 70 17 9 328 32%
16? 14% AHEal 2 12. 9 35 16%
5% 3% AmRBy 70 14. 3 114 4%
18% 10% ASB 70 SLB 3 37 14%
19% 16% ASB ft 171 11. 4 17%
6% 3% ASWp 110 i%
66% 41% AmStor 1 L7 17 397 67%
72 51 ASV pfA438 77 48 64

30% 24% AT8T 170 41 15 1117223%
18% 13% AirMVIr 78 37 10 148 17%
14% 8% AfflHod 57 126 12%
40% 26% Amaroa 1.12 37 12 11 30%
18% 9% AaasDp .10 .7 12 842 13%
17% 12% AiBMak 70 43161046 14%
11% 10 AaoavSc 178 13 13 10%
80% 63 Amoco 370 47 91845 74%
54% 40%AMP 1 2717 1421 44
15% 11% AmpCO 70 27 15 17%
16% S% Amra a 23 6a 14%

4413 1181 82% 82% 82%- %
5710 2301 95% 94% 95% + %
7 9 1840 67% 88% 67
46 13 1778 15% 16% 15%+ %
17 9 328 32% 32% 22% - %
12. 9 35 16% 15% 16%+ %
14 3 114 4% 4% 4% — %
GLB 3 87 14% 14% 14%
11. 4 17% 16% 17%+ %

110 S% 5% 5%+ %
17 17 397 67% 67% 57% - %
77 48 64 82% 62% -1%
41 1511)7229% 29% 29%- %
3710 148 17% 17% 17%+ %

57 128 12% 12% 12%
37 12 11 30% 30% 30%
.7 12 642 13% 13% 13% + %
43 16 1046 14% 13% 14 + %
15 13 10% 10% — %

8% Amrap 48 10 8
20%AmSm 172 57 0 28 23

11% 4% Aaacmp
28 21% Anadrfc -30

18% 8% Analog

21% 7% AndbGI 78
27% 18% Angelic 26
12% 8% Angoffll 172

18 13%
23 62 U%
48 10 8%
0 28 23%
waao 8%

29% 29% - %
17% 17%+ %
12% 12%
30% 30%
i3% «rt+ %
13% 14 + %

10% 10%- %
74 74 - %
43% 43%+ %
13% 13%+ %
14% 14%
8% 8%
23% 23%+ %
a a%+ %

1.144 583 27% 27% 27%- %
15 280 11% 11% 11%+ %15 288 11%

727 297 9
57 12 *30 20%
15 54 9%

11% 11 %+ %
8% •%- %

20% 20%+ %
9% 9%— %

34% 29 Annans 72 2214 6779 32% 31% m
14% 6% Arnham S 787 9 8% 8%- %
13% 8 Anthny s.44 37 8 SB 11% 11% 11%+ %

20% Aoncp 128 4711 661 27% 27% 27%+ %
6 Apache JB 37 880 9% 8 8%+ %
80 ApPwpam 97 *150 88 82 82
17% Appfflk 7 7 32 31% 32 - %
U>% ApplMg 9 281 13% 13% 13%- %

11 % 11%
27% 27%

88 80 ApPw pO-12
37% 17%App«c
17% W%AppMg
23% 17% AnhOn .10b
38' 21% AicoCh 1
38 21 ' Aristae 72

8%— %

a: i
8%+ %

82

7 701816 39% 20% 2D%- %
04 sag 29% za% 29 + %
37 42820 25% 2«% 25%+ %

20% 15% ArMa 178 5A 17 1534 20% 19% a
43 34% Arfela pi 3 77
12% 9 Armoo
34% £0% Airac pC.10 87
44% 37% Armc pU50 11.

44 25% ArmWI 1 30
10% 5 AravuE

10% 12% AnmE pH74 15
41% 11 Arha
28% 14% Anrtn 78 37
29% 19% Asarco 70 37

77 418 40%
24 883 0%

87 S 23%
11. 2 41%
30 ID 1158 33%

10% 5 ArawE 12 159 8% 6 8%
19% 12% AnwE pn74 T5 25 13% 13% 13% - %
41% 11 Artra 81 20% 2B% »%- %
28% 14%Aratn 78 37 Z7 606 18% IS 18%-%
29% 19% Asam 70 37 5 618 28% »% 26%
12% 10 AaCoal o.05a AS 138 11% 11% 11%- %
37% 26% AshOI s 1 37 81106 33% 33 33 - %
7% 3% AataPe 38 6% 8% 8%
27% 10 AOllono 170 64 42 25% 24% 2«%- %
28% 17% AVMCO 74 1412 34 24% 23% 24%+%
SB 18% Awaiy 48 2.1 SO S3B 22% 22% 22% - %
28% 19 Avow JO 2-3 W 1270 20% 19% 20%+ %
28% 18% Avan 1 53 «2 19% 19 19 + %
28% 19% Avon pf 2 10. 51 20% 19% 20

32% 27 BCE g £48 x880 31% 31% 31%+ %
10% 14% BET 780 52 10 5BB W% 18% W% + %
8% 4 BMC 7 27 7 7 7 + %
31% 25 BRE 270 87 15 25 80% 28% 30 + %
18% 16% BUT 248 15 7*144 16% 18% 18%+ %
31 15% BMmeo 70 37 21 34% 24% 24%- %
22 W BakrF «272o 12. 1 19 19 19
19% 12 BaxrHu .46 37 31 1894 13% 18% H% + %
51% 38%BhfHpS70 87 22 30% 30% 39%
28% MVBoMor 78 27 23 5 23 22% 22%- %

39% 40%+ %
»% 9%
23% 23%
41% 41%— %
82% 33%+ %
6 8%

37% 26% AshOI s

7% 3% AalaPe

27% 10 Athlono 1

32% 27 BCE g 548 i

18% 14% BET 79t 5210
8% 4 BMC 7
31% 25 BRE 2-40 5719
18% 16% BHT 248 15 7*
31 15% Batmen 70 57
22 56 BakrF a272a 15
19% 12 BaxrHu .46 53 31

‘

91% 38%BhfHpKU0 87
28% 18% BaMor 78 27 23

i
a* a-’

8%
3€%- %
54%+ %
22%- %M%+ %
19 + %

31% 31% S1%+ %
H% 18% »%+ %

25% 11 BaByMI 74
17% 0% BalHJcp JO
»% 28% BahGE 2

178 37 12 818 29% 2»%
74 17 21 671 20% 20%

36 92x348 13% 13% 13%+ %
64 910*1 31% 31% 31%

27% 17% BncOne -B2b 37 9*479 34% 23% 24 - %
28% 19% BncCW J8I 17 16 1 21% 21% 21%28% 19% BncCW JH
84 47 BnSant 35a
2 9-18 BanTax
87% 48%BaiWaa 70

17 18 1 21% 21% 21%
17 20 W% 89% 90% +1%

305 11-19 % 11-18+VW
14 18 118 84% 04 04 - %
51 9 363 24% 24 24%+ %

05% 8X0 ptC&Xm 97 *340 67 67 07
20% BkNE 178 57 B 722 24% 24% 3<30% 20% BkNE 178 55 8 722 24% 24% 24%- %

35% 24% BkNV 172 54 89434 35% 35% 35%+ %
19% 8% BnkAm 9 4787 19% 18 18% + %
37% 24% BkA pCLSSB 13 93 34% 32% 34%
81% 42 BkAH 6a 11. 106 86% 86% 86% - %
7% 5% BkA pf 278 78 8% 8% 8%
41% 28% BenLTr 178 47 4 421 38% 36% 38%+%
10% 9 Banners 10 16% 16% 15%
32% 21 Barclay 175a 52 15 305 29% 29% 29%-%
94% 14% Bards 72 1419 BZ0 23% 23 23%
38% 28% BamGp 120 37 11 12 35% 39% 36%
37% Z7% Bamaa 1.04 11 I 027 93% 33% 33%+%
9 4% SmryWr TOa II. SB 5% 0% 9%
2% % vJBASCC ISO 9-32 <716-84 %
22% 13% BaOMI .10 .714 913 14% 14% 14%
48 31% Bench 1 27 14 337 43% 42% 43 + %
26% 18% Bortar 70 27 14 57go 17% 17% 17%

& 2£%-
1*

39% 36%
33% 33%+ %

49 37% Bax PU5870 9.7
a 50% box porno
19% 10% Beyfln .05]

241* WVBeySiQi.to

9.7 1C 38% 38
67 175 SS 58

12 11% 11%
97 9 19 24% 24%24% WVBoySlSI.to 97 9 19 24% 24%

15% 9% Board 70 59 8 889 »% 12%
41% 20% Bearing 79 27 12 109 34% 34%
M% 10% Boazar 72a U I 1 12% 12%

8 38 - %
58 58%-%
11% 11%
24% 24%+ %
12% tti-%

17% Bddns n
03% BaaDk 1
8C%Bal1All 479
11% Bafllnd 73

21 18%
17 19 2B3 55%
57112081 73%
17 15 6 IS

34% BeUSa 278 59 12 4233 40%
22% BataAH .44 17 30 400 24%
18 Banda a .44 17 18 40 23
92% BerdCp 2 47 » 989 «:

3fl% BanrfpHTJ ML T *1
S3 BemfeCTO W. 2710 24

W% 54% - J,

72% 72%+ %
15 15 + %
40% «% - %
24% 24% - %
22% 22%+ %

4% 3 Bengtfl ,19r

4% 7-18v|Bar1ia|f

0502700 BarkHi5050 2700 BarkHi

15% 8% BOMBy
2S% 13% Somsa
59% 38% BothSt jt 5 97
27% is enhspfiuo 10.

8 3% Bewiy JSl

20% B% BwrtP 179a 15
21% 7% Bloch
25 10% HUSO S 70 17
24% 14% BUCU) A0 17
28% 21% BIKHCp 140 87
10% »% Busm nl.10 11.

10% 10 BtaTTniMa 7
34% 22% BIckHfi 174 58
2tf 74% BlUaAr 0.14a 7

4710 80S 45% 48% 48%+ %
ML T 4ll| 41% 41% - %
15 *710 94% 24% 24% — %
47 5 104 4% 4 4

94 15-32 1EL32 1579+1-32
18 270 5000 8000 9000

BB 95 8% 8% 8%
51702 21% 21% 21%+ %

97 12 60% 60% 50% - %
16 14 25% 35 25%+ %

368 5% S% 6%- %
11 8 67 11% 11% 11%+ %

18 72 8% 8 8%
17 8 211 23% 23% 23% - %
17141518 22% 21% 22% + %
6711 60 26 26% 25% - %
ii. *na 9% 9% 9%
7 ewr io%d o% s%- %
57 17 EBB 29% 27% 27% + %
7 26215% IS 15%+ %

8% 4% BluoQlp .199 52 15B 8 _
9*1 6%

67% 34% Boeing 170 27 W 2295 62% ®*2 K%- %
50 34% BolsaC cl.® 55 7*335 40% 40 4C + %
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NYSE COMPOSITE PRICES OVER-THE-COUNTER Nasdaq national marine,
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Disputed
power of
‘local’

competitionW hy are the Swiss so
strong in pharmaceu-
ticals, the Swedes In

cars and tracks, the Danes in
inmHiij and the British in auc-

tioneering? Why do some
countries become - and
remain — world leaders in
some industries, bat not in

others?
Conventional economic

dogma attributes relative
international competitiveness
to such influences as macro-
economic conditions, govern-
ment policy, and unit labour
costs. A very broad-minded
economist may also admit that

management practices could
have some limited influence.

Most lay observers of indus-

try, and practitioners within
it, have always felt that this

sort of analysis Is inadequate
atid misleading. It not only
brands nations as competitive

in everything or nothing, but
also devalues the influence of
good or had management.
The sceptics have now been

joined by an economist-tum-
ed-industry guru. Professor
Michael Porter of the Harvard
Business School. After patting
some rlgoar into corporate
analysis with several books on
competitive strategy, Mr Por-
ter has turned his attention to

“The Competitive Advantage
Of Nations” - to be published
In the US nest April.

The main themes of the
book - which reports the
results of a three-year study of
the relative international com-
petitiveness of 150 industries

across 10 countries - were
summarised by Mr Porter at
the recent annual conference
in Amsterdam of the Strategic

Management Society.

For a start. Porter rfahns to
have demonstrated beyond all

doubt that the “factor advan-
tages” so beloved of econo-
mists (raw materials, plentiful

labour etc) have been less
important for decades than
selective factor disadvantages
which spur managerial and
technological innovation.

As examples he cites Japan’s
famous lack of raw materials,

and also Italy’s tough labour
laws and high costs, which
spurred its ceramic tile pro-
ducers to develop simplified
and automated production
techniques. As a result, Italy

now dominates the world mar-
ket over the originally more
advantaged. Germans and
Americans.

International
rivalry

More controversial for some-
one who has spent years ana-
lysing the globalisation of
competition, Mr Porter argues
that tough international
rivalry is an inadequate spur
t3 the competitiveness of a
nation’s industry. Even in
today’s conditions, he argues,
domestic rivalry within a mul-
tinational’s base country
remains vital.

Local rivalry is more per-
sonal and acute than the sort
which spans borders, he
explains. Top executives often
know - and hate - each
other, competing for prestige
and “bragging rights". When
one company succeeds, a
nearby one benefits from the
^demonstration effect”.

From his evidence. Porter
draws toe conclusion that gov-
ernments should resist the
fashionable temptation to per-
mit collaboration or mergers
between leading national com-
panies, on the grounds that
countries are now too small to
be the appropriate unit for
anti-trust analysis.

Porter's argument may be
correct for the US, within the
context of a huge home mar-
ket, bat not necessarily for
Europe. In those mass markets
where scale economies are
becoming vital, some Euro-
pean countries can no longer
support more than one size-

able home-based company,
even when they are successful

in the industry concerned.
Since Porter completed his
research this has become true
for Britain in confectionery,
one of the US industries he
cites as internationally strong.
Moreover, his emphasis on

parochial rivalry between
local entrepreneurs not only
makes the debatable assump-
tion that this tends to benefit
long-term competitiveness. It

also ignores the new breed of
top managers, in both large
and medium-sized companies,
who see themselves as Europe-
ans first, and local nationals
second. They know that their
Tnaln rivals are hundreds or
thousands of miles away.
National frontiers mean little

to them, as Europe’s policy
makers are starting to realise.

Christopher Lorenz
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Leonid Abalkin sits

with his head low
between his shoulders,

as though its weight is

too much for his frame. He has

a slightly humorous expression

which gives charm to a long

face. He smokes terrible Rus-

sian cigarettes, refusing much
nicer British ones. Across a big

office from his tidy desk, in

glass-fronted shelves, are a big

television and the complete
works of Lenin. Behind the

desk is a pleasantly - and
almost uniquely - unheroic

pencil drawing of Lenin.
The cast of mind and

assumptions of one of the two
most famous and influential

reform economists in the
Soviet Union have been formed

by Soviet influences, Soviet
experience and Soviet think-

ing. He will try to find a Soviet

way out of a Soviet mess.
With Abel Aganbegyan, Mr

Abalkin stands at the apex of

toe new economics - though
unlike the former, he has
stayed further from direct

influence and says, when
pressed, that he is only one of

a number of people on whom
Mikhail Gorbachev and the

Soviet Government call for

advice. (The interview was,
however, interrupted by a 15-

minute call from the Central

Committee.)
Mr Aganbegyan, brought to

Moscow in 1985 from his post

as director of toe Institute of

Economics and Organisation of

Production at Novosibirsk,
baa given few interviews and
written little for toe press. It is

said he remains close to toe
Soviet leader.

Mr Abalkin, 57, is also a Gor-
bachev man, but at one
remove. His appointment as
director of toe Institute of Eco-

nomics of the Academy of Sci-

ences, in 1988, occurred in toe
surging tide of Gorbachevism
and haa turned this most influ-

ential. and once most ortho-

dox, of centres into one whose
consensus now seems to be not
just pro-reform, but anti-delay

of reform.
He is well respected by his

peers, has close connections
with the party and advises on
legislation (including the law
on state enterprises, published
early last year - a document
of great interest but of consid-

erable incoherence). He retains

a pulpit in toe press and media
which he has used to increas-

ing effect in recent weeks to

warn of bureaucratic obstacles,

delaying tactics and conserva-

tism.

He has become, in effect, a
weathervane of perestroika:
now writing sombrely about
time wasted and the need for

boldness, now appearing at a
US-Soviet symposium of natu-
ral and social scientists to say
that perestroika was at a “criti-

cal stage”. He answers readers’

worried enquiries on the econ-
omy in the trade union paper
Trad, a kind of “Leonid will fix

THE MONDAY INTERVIEW

Consulting the

weathervane of

perestroika
John Lloyd talks to Leonid Abalkin, economic

adviser to the Soviet Government
it” column.

If he is a little more distant

from the “kitchen cabinet” of
Gorbachev advisers of 1985-87

(made up of Mr Aganbegyan.
Mr Abalkin, Oleg Bogomolov of

tiie Institute of the Economics
of toe World Socialist System
and Tatiana Zaslavskaya, also

from the Novossibirsk Insti-

tute), then it may be because of

his manifest disappointment
with the pace and scope of
reform.
But he rejects toe label pessi-

mist “Two years ago I would
say: *We will have success in
perestroika by the year 2000/

PERSONAL FILE
1930 Bom
1SS2 Graduates from Institute

of National Economy
1976 Deputy head of Academy

of Social Sciences of the
Central Committee

1978 Head of faculty of Politi-

cal Economy, Academy
of Social Science

1986 Director of Institute of
the Economy, Academy
of Sciences

1987 Corresponding member
of the Academy of Sci-
ence

and everyone said: ’Abalkin?
what a pessimist* Now, I still

say we win have a successful
perestroika by toe year 2000,

and they say: ’What an opti-

mist”*
He saw last June’s plenum of

the Central Committee -
which adopted a programme,
strongly influenced by Messrs
Abalkin and Aganbegyan, on
“basic provisions for funda-
mentally reorganising eco-
nomic management” - as a
landmark. But it has been fol-

lowed by decline and retreat
“My idea was to scrap the

present Five Year Plan (to

1990) because its workings are
contradicting the way we

should be going. But unfortu-
nately we’re too late now. The
plan for the fourth year (1989)

is now to go ahead. We had the
chance to use such a manoeu-
vre and we lost it”
Now he insists that toe next

Five Year Plan must mark the
radical break. It must be
broadly indicative only, most
stimulate but not command. It

must treat horizontal rather
than vertical relations in the
economy. He wants many min-
istries to be swept away, to be
replaced by trade associations
formed by the enterprises
themselves. That is the current
struggle within the expert,
party »nd administrative appa-
mts.
From advocating toe sharp

shock, he has been forced back,
for the next two years, to grad-
ualism. Price reform will be
delayed. The first, and less rad-

ical part of it - the adminis-
trative decisions to change
some price levels - is now
being prepared.
The huger series of decisions

and acts to establish a price

mechanism largely based on
market relations has been
pushed back apparently indefi-

nitely. Trade reform, most cru-

cially the convertibility erf the
rouble, is similarly beyond the
horizon once more. Even bank-
ing reform can only proceed in
fits and starts. Co-operative
and even joint stock banks
have opened in towns like Len-
ingrad and Tallinn

,
but toe

great- hinterland of Soviet
banking is still swaddled in
paper, uncomputerised, fearful

of change.
“I would give this analogy,”

says Mr Abalkin. “I could give

a certain diet to someone,
which he would need to live

and do his work. It would be
the diet of a normal, healthy
person. But If toe same person
is sick, he needs drugs and a
course of treatment So with
our economy. We need a
course of treatment for the
next two years, a period of sta-

Time to make the

law work better
A written constitution

with a built-in Bill of
Rights, demanded by

the left-of-centre British group
Charter 88, is a desirable bid
much overrated objective. The
model Weimar constitution did
not prevent Hitler’s holocaust
and the constitution enacted
by Stalin read beautifully.
The 1988 Chartists seem to

have overshot their target.
Their proposals are likely to
end in an orbit outside the
strata of practical politics,

while down-to-earth UK’s legal
system has been crying out for
reform for some 200 years.
Even small deeds could help
here more than big gestures.
Unlike the Czechs who

signed Charter 77, the British
Chartists do not expect to go to
prison. Nor can it be said that
In matters of public adminis-
tration the population of the
UK is without toe protection of
courts and at the mercy of the
authorities.
Most administrative deci-

sions — and that mphiHes deci-
sions of tribunals, central
local government departments
and any other public authority
- can be reviewed by courts at
the request of the citizen who
feels that his rights have been
infringed. The door to judicial
review was opened wide in
1977 and underwent Cast expan-
sion since.

Not only administrative deci-
sions, but also refusal fry toe
authorities to make a decision
can be the subject of judicial
review; and toe complaint may
be directed not only against
infringement of statutory or
common law rights, but also
against the disappointment of
justified expectations, includ-
ing that of benefits previously
enjoyed.
Most important, of all,

though the High Court judge
will not try to second-guess toe
administrative decision, and
will only be concerned with its

legality, reasonableness and
the correctness of the process
by which it was arrived at, he
can also award damages. And
the procedure of asking for
leave to apply for review is bo
simple that in most cases the
plaintiff can ask for it without
the help of a lawyer.
However, the concern with

toe state and the accessibility

of- the law underlying Charter
88, seems justified.

Let us take the legislative

IUJI
A.H.HERMANN

process first The overwhelm-
ing attraction of political
Issues crowds business legisla-

tion out of parliamentary time.
There is no proper machinery
for dealing with legislative pro-
jects which require consider-
able expertise to make them
work.
One ggflmpip of this is tax

legislation. It is Incomprehensi-
ble. It is adopted without
proper discussion and requires
an inordinate number of subse-
quent amendments and author-
itative interpretations. As the
Law Society proposed earlier

this year, an expert advisory
committee should be estab-
lished to sift representations,
comments and evidence. The
committee would report
directly to Parliament which
could scrutinise any draft leg-

islation in a special standing
committee. To make such con-
sultations really effective, bud-
get secrecy would have to be
substantially reduced, as
indeed it could be without any
real damage.
The finance legislation is

only the extreme example of
obscurity. An improvement in
legislative drafting would
bring enormous benefits all

round. By reducing the uncer-

tainty of law it would make
business decisions less risky
and disputes less frequent It

would speed up and facilitate

toe work of courts and make
their decisions more predict-

able.

The unsettled method of law
interpretation is the next
uirgent problem. As European
law penetrates the UK, overrul-

ing incompatible statutes and
Common Law, the courts are

obliged to use two different

methods of interpretation.

European law must be inter-

preted according to toe inten-

tion of file legislator; English
law is mostly interpreted only
literally. It would be much sim-
pler and safer to have all law
Interpreted in the same way,
namely according to toe intent

of the legislator.

Unfortunately. UK statutes
hardly ever state their purpose.
Instead,the Parliamentary
Draftsmen go into unbelievable
contortions in a futile endea-
vour to foresee all future situa-
tions and to prevent all possi-

ble abuses which could be
attempted by means of literal

interpretation. It would be nec-
essary to decentralise legisla-

tive drafting and to move it

from the office of the Parlia-
mentary Counsel to the initiat-

ing departments.
This would still leave

untouched the grey area of
Common Law, a playground
for judges contradicting each
other, where obviously unfair
and impractical judgments are
being handed down “with the
greatest regret". In a society
where law is all-pervasive,
there is an urgent need to cod-
ify in plain language civil,

commercial, criminal and
arfminiRtTative law.

Finally, about “human
rights”. Contrary to popular
belief, most, if not all the pre-

cepts of toe European Conven-
tion of Human Rights have
been for a very long time part
of Common Law. The House of
Lords’ decision in the Spy-
catcher case illustrates how
freedom of toe press can be
protected without reference to

the Convention. However, if

the Convention were incorpo-
rated into English law, it

would bring immense benefits.

First, it would give courts,
high and low, a uniform and
easily accessible guidance on
interpretation ofUK laws. And,
second, it would, in most cases,

spare the citizen the trouble,

and the Government the
embarrassment, of going- to
Strasbourg.

A written constitution may
be a lovely pie in toe sky but
there is much to be done down
on earth to improve everyday
law. its great untapped poten-
tial could be released by mak-
ing it intelligible and accessi-

ble to those who are
insufficiently poor to qualify

for legal aid. But that is

another story.

Justinian will resume fas col-

umn early next year

biUsation."
The largest problem, says Mr

Abalkin, is to reduce the bud-
get deficit - recently revealed

to be RS 36bn, or 6 per cent of

gross domestic product That
would entail, he says, cutting

expenditures, including arma-
ments. (He spoke before Mr
Gorbachev’s announcement of
a unilateral conventional »hm
and troops cut in the UN last

week, but his remarks make
clear the pressures behind
such a cut) There might also

have to be cuts in some social

expenditure and non-house
building. Loss making enter-

prises must be closed or turned
over to their workers. “We
have had some success in the

latter case.” he says.

The structural shifts in toe

economy, long overdue, will-

precipitate, he says, a revolu-

tion in labour: the shaking out

of 15m production workers and
the employment of as many in
the puny and corrupt service

sector. “This demands the cre-

ation of new workplaces and
the preparation and retraining

of working people. We have to

create a new state system to
move people, retrain them,
redirect them. That never
existed before, because these
problems didn't exist before.”

He has been and remains a
strong supporter of co-opera-

tives. To have been a supporter

is not difficult, but to remain
one becomes more so, because
co-ops have a very bad name
with the Soviet people. Such
grumbles are deterring all but
toe most ardent from lobbying

for them. One angry reader of

Trad, Mr M. Korzhakov from
Moscow, asked Mr Abalkin:
“Many co-ops which work in
toe field of catering are not
adding anything to OUT menu,
but are merely making profits

‘If someone is sick, he needs drugs. So with our

economy. We need a two-year course of treatment*

from goods in short supply.
Isn’t it time to put a stop to
their activities?”

Mr Abalkin’s response was
sharp. “I’m no supporter of
administrative restrictions on
the economy. The only coops
whose trade I would stop
would be those dealing in poi-

son and pornography. People
ask mp- ‘What should we do
with the co-op shashlik
stalls?'" (These sell good
kebabs, but at a high price,

while most people find they
can’t get meat, or only had
qualify stuff.) “We've been say-

ing for years that the state

should provide stalls like that.

Now we have them. Let state

canteens compete with them.
We too often think that the
only solution is to forbid
things.” So much for yon, ML
Korzhakov of Moscow, a closet

Stalinist unmasked.
And what of Mr Abalkin?

Can anyone who gives an
answer like that really sit

beneath a drawing of Lenin,

across from his 49-odd col-

lected works? Lenin, as we are
now constantly reminded, was
toe architect of toe new eco-

nomic policy, which allowed
petty capitalism to flourish. Hie

died while it was still in force,

but there is little doubt
(though this is not the official

Soviet view) that he saw it as a
temporary aberration, a regret-

table but necessary concession
to the market. All of his acts

while he led tiie Soviet Union
were, in accord with the rest of

the Bolsheviks, to build up
state industry to the exclusion

of even small scale private
ownership.
No matter. The official line

is that he was a man who
would have loved all of this

experimentation, and that - in

a state which must use Lenin
to justify every turn - gives

Mr Abalkin and others leave,

for example, to point to Swe-
den (which he has visited twice
on study trips recently) as an
example of the kind oi econ-

omy he would wish to see

duplicated in the Soviet Union.

Socialism, he told his Trad
enquirers, can be measured by
two criteria.

First, there is the economic
criterion: "If socialism is a
higher stage of social develop-

ment (than capitalism), it must
outdo its predecessor In effi-

ciency, quality, productivity

and innovation rate.” (It does

not.) Second, “socialism must
guarantee everyone a mini-
mum standard of living, a
lower limit of social well-

being . . . (but) if a system
does not make the individual

feel master in his own work-
place, then tbe system is not
socialist” (It does not)
There is no reason to think

this is a cynical remark. Mr
Abalkin sits under Lenin in
every way. He knows Soviet

socialism must renew itself if it

is to survive. He wants it to

survive. He has given it until

the year 2000. He may, Indeed,
be an optimist

THEINDEPENDENT ISOCT 1988

Successful buyout ofa public company
Total finance of £116 million raised

Financial advisers
to the buyout company

ROBERT FLEMING & CO. LIMITED
Equity finance

arranged by

FLEMING INVESTMENT TRUST MANAGEMENT LIMITED
Unquoted Group

underwritten by

The Fleming Mercantile Investment Trust pic
The Edinburgh Investment TVust pic . Ensign Trust pic

Mezzanine finance
underwritten fay

The Fleming Mercantile Investment Trust pic
agent

Robert Fleming& Co. Limited

Seniordebt

and related facilities underwritten by

BANK OFSCOTLAND

FLEMINGS
International Investment Banking

NEW YORK - LONDON 4 HONGKONG TOKYO
SAN FRANCISCO • PARIS • BANGKOK * TAIPEI • MANILA

25 Copthall Avenue, London EC2R 7DR. Tel: 01-638 5$58

Approved by Robert Fleming & Cb. Limited, a member ofThe Securities Asnriarion and The International Suck *«'v—
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